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Power for Frankfurt 


Fo the third year in succession, a food crisis has reduced the Ruhr 
to rebellion and despair. The authorities’ persistent failure in recent 
weeks to honour the fat ration has led to strike action in various towns, 
factories and mines. Had it not been for the remarkable restraint and 
responsibility shown by the leaders of the German trade unions, there 
might well have been a general stoppage of-work. The mood of despera- 
tion was relieved a little last weekend by the news that at a hurriedly 
convened conference of officials from the Lander and from Military 
Government, it had been agreed to transfer to the Ruhr some of the fat 
rations earmarked for delivery elsewhere in the Zone. At the same time, 
the Americans and the British took steps to increase and hasten the 
arrival of supplies from abroad. But the crisis is not over. It has arisen 
earlier this year than last, and it is not certain whether the other States 
will in fact transfer their supplies to the North-West. It has behind it 
a greater weight of broken promises and hope deferred. It coincides with 
a Communist declaration of war on all Allied policies in the Western 
Zones. What lies ahead may well prove to be a serious challenge not only 
to the stability of Allied Government in Germany but to the whole con- 
ception of European recovery. 


In the short run, there is little to be done about the crisis in the Ruhr 
save to divert more food there. The causes of the breakdown, which are 
described in greater detail in a survey on page 139, have deep roots in the 
policy and structure of the Zones and cannot be righted from one day to 
the next, One element—the loss of the agricultural lands beyond the 
Oder-Neisse line and the transfer of their population westwards—is a 
factor about which the Western Allies can do nothing for the present. 
But other factors are within their control and the crisis must be taken as 
the last warning the Allies are likely to receive if they hope to make 
Bizonia into a satisfied and workable community. This time they must 
draw the right conclusions and begin the necessary reforms, for it is 
almost impossible to believe they will be given another opportunity. The 
immediafe cause of the food shortage is, by common consent, the failure 
of the central authority at Frankfurt to persuade or compel the agricul- 
tural areas, particularly in the south, to deliver their quotas of food to 
meet the ration in the big cities. Since the Ruhr contains a higher con- 
centration of urban population, it is there—and in Hamburg—that the 
breakdown of deliveries from the farms has been felt first and most 
sharply. Last year, the Allied authorities carried a large part of the blame 
since they had failed to maintain the scheduled shipments of grain to 
Germany. This year there has been no such failure, the grain ships 
have arrived regularly and stocks are above schedule. 


Nevertheless, the Allies cannot wash their hands of responsibility for 
the zonal authorities’ failure ; the Allies created the zonal structure and 
defined the powers of the central administration in Frankfurt. Moreover, 
simply by maintaining their present relationship with the G 
authorities, they help to keep alive a spirit of irresponsibility. If, 
Germans feel that ultimately, whatever mess they make of their / 
feeding arrangements, an Allied deus ex machina will step in with 
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category “ A” imports—those designed to check “ disease and 
unrest ”"—then cleatly they will not make the ultimate effort 
to solve their difficulties themselves. What is needed, there- 
fore, to prevent a recurrence of the present crisis is a drastic 
reconsideration of the respective powers of the Central German 
authority and the Lander, and of the relationship of both to 
Military Government. 

It may seem peculiar to propose “ drastic reconsideration ” 
of the structure of the central administration in Bizonia, when 
a quite drastic change has in fact been planned and proposed 
only a fortnight ago. But the present proposals for strengthen- 
ing and enlarging the Economic Council at Frankfurt, for crea- 
ting a Second Chamber to represent the Lander and for setting 
up a Supreme Court to adjudicate on any clash of power that may 
arise do not affect the real issue at all. Although the powers 
of the Central Council are increased, it has no executive agencies 
in the Lander and must depend for the carrying out of its orders 
on the officials of the Lander Governments, who naturally serve 
the immediate in preference to the remote authority. The 
planning of deliveries by the central agencies for food and agri- 
culture has been adequate enough ; the crucial failure lies with 
the regional authorities who are supposed to do the actual job 
of collection. It has not been done. 


* 


This situation will not be remedied until economic functions 
in Bizonia are firmly centralised. Taxation, which is barely a 
matter for the Frankfurt administration under existing arrange- 
ments, must be transferred to the central authority, while food 
and agriculture, foreign trade and industrial policy, which are 
already under the nominal control of the Frankfurt administra- 
tion, must be reinforced by executive branches in the Lander, 
which will owe their allegiance not to Stuttgart or Munich or 
Hanover but to Frankfurt. Without such reofganisation the 
carrying through of the much-discussed currency reform can 
hardly even be envisaged. Indeed, in no other way will Bizonia 
achieve an economic structure upon which any sort of reform 
or recovery can be based. The division of Germany between 
East and West is already a sufficient handicap to economic 
revival. To complete the process by balkanising Bizonia’s 
economy is to ensure disaster. 

The difficulty in carrying through so obvious a reform lies 
in the Allied—particularly in the American—belief in federal- 
ism. It has been assumed that federalism would be possible 
only with the utmost decentralisation of power; and so a 
governmental structure was imposed on the Germans which 
gave full play to the narrow partieularism which usually infects 
them at times of economic dislocation and crisis. To create a 
system which enables Bavaria to cease feeding the Ruhr at a 
time of near-famine is to make certain that Bavaria will in fact 
behave in that way. Yet the past history of German federalism 
has shown that it is possible to combine a very high measure 
of political decentralisation with centralised economic institu- 
tions. After 1870, single cartels for iron and steel and potash, 
a central banking system and a. measure of federal taxation were 
combined with local particularism pushed to the point of 
separate dynasties. There is thus in recent German history a 
possible federal pattern which would avoid the frustrations of 
the existing structure. Admittedly, the Americans, who now 
have the deciding voice in Bizonal policy, have shown them- 
selves very inflexible on this subject. A change of heart is 
made all the more difficult by the undecided battle between the 
War Department and the State Department to determine which 
shall control German policy. But it could perhaps be urged, 
both.on Mr Marshall and Mr Forrestal, that to maintain in 
Western Germany an economic regime which is precisely 
designed to prevent the feeding of the most vital industrial area 
is neither good foreign policy nor good defence. 
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The problem of creating new relations between Bizonjy 
and the occupying. Powers offers even greater difficulties. 
long as Britain and America bear direct responsibility 
policy in the zones, they will by that fact alone ensure that any 
German administration is weak, vacillating and incompetent, 
The central authority will lack the will to govern, even if j 
has the means ; and the present deplorable situation will.cop. 
tinue, in which the Allies are reviled for the mistakes com. 
mitted by Allied and German officials alike, and receive. no 
recognition for the tremendous effort and outlay made by them 
year after year to save the Germans from starvation. 

Yet control in Germany must be maintained—enforee. 
ment of total disarmament, protection of the citizens’ ciyil 
rights, safeguards against any resurgence of Nazism. And, 
when all due blame has been attached to the German author 
ties, the fact remains that Western Germany is not self-support 
ing and that, by its own unaided efforts, it cannot feed itself, 
any more than can France or Italy for the time being. Even 
if Western Germany were not under military government, it 
would still need aid—Marshall aid. This, then, is the dilemma, 
Allied control and assistance are necessary—yet their perpetua 
tion undermines the Germans’ capacity to govern themselves. 

Can anything be done to square this circle, to combine suffi- 
cient control with the creation of genuine German responsi- 
bility? There seems only one solution: to reduce Allied con 
trol to the absolute essentials—the maintenance of armies of 
occupation and the establishment of a strong inspectorate, on 
the one hand to enforce disarmament and the ban on certain 
industrial activities, on the other to check any attempt to frus- 
trate or overthrow the Bill of Rights which must be framed 
for German citizens. For the rest, it is becoming more and 
more evident that direct Allied control should be withdrawn 
and the German Government at Frankfurt given—with certain 
obvious exceptions. in the foreign field—the attributes of 
effective government and independence. 


In the economic field, German officials and the German busi- 
ness community should be given the task of directing the 
Cerman economy and organising the foreign trade of Westem 
Germany. The Export-Import Agency, for instance, should be 
dissolved as quickly as possible. Since, however, Bizonia is not 
yet viable, Germany should be entitled to the assistance it needs, 
not by way of separate Allied provision, but through the estab 
lished organs of international economic co-operation. Germans 
should plead the cause of the Ruhr before whatever inter- 
national agencies for food rationing continue to exist. Germans 
should work—even if not as fully equal members—on the Com- 
mittee of Sixteen. Germans should be associated with the 
negotiations on Marshall Aid in Paris and Washington and 
should accept the conditions of aid laid down by Congress for 
ail the participating countries. The special assistance the 
Western Zones now receive under Category “ A” imports could 
then become part of their allocation under the Marshall Plan. 
Their need for extra assistance is undeniable ; but a few more 
years of spoon feeding by military government will confirm 
them for ever in querulous incompetence. 


The truth is’ that the politicians in Frankfurt and in the 
Lander do not yet know the facts of international life—of world 
food shortage, for instance, and of the desperate competition 
for scarce goods—and they cannot know them so long as they 
see the world through the distorting mirror of military govern- 
ment. The aim of America and Britain should thus be to end 
military government as quickly as possible, and to establish 
effective self-government in Western Germany—of course with 
full safeguards—if possible before the year is out. There is no 
other way of squaring the German circle. There is no other 
way of ending, both in the Lander and in Frankfurt itself, the 
basic political irresponsibility which is, in the last analysis, the 
cause of the crisis in Bizonia today. 
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Half-Way House 


YEAR ago, the House of Commons. reassembled to face 

the greatest programme of legislation which any Govern- 
ment in history had demanded. of it. Spirits were high ; the 
formula of nationalisation was still fresh ; and the fuel crisis was 
nearly a month off. This week Parliament has resumed its task 
in a very different mood. The first half of its term is passed, and 
its second half beginning. This is a time when the Government 
benches are beginning to wonder whether Socialism is, after all, 
enough. It is a time, too, when the Opposition must be asking 
itself why it makes such a small impression on an electorate 
which might well be tired of the country’s plight and of the 
Government’s ineptitude which has helped to bring it about. 
Middle term government has a habit of being unspectacular, and 
even timid. To use these words of a programme which includes 
the Parliament Bill may sound far-fetched, except to those who 
recall the flashy streamlined legislation of earlier sessions. Yet, 
with this single exception of doctrinaire irrelevance, the pro- 
gramme of work before Parliament during the remainder of the 
session promises to be austere and utilitarian. 

Ir is something of a relief to contemplate the Government’s 
comparatively uncontroversial programme of legislation for the 
remainder of the session. A further instalment of nationalisation 
is, indeed, included, in the shape of the Gas Bill, which 
has been introduced this week. But this measure would be sup- 
ported by many who are not professing Socialists, and it was 
actually recommended by a committee presided over by the 
chairman of one of the country’s largest industrial concerns. 
The case for nationalisation of the gas industry must in any case 
be conceded, if only because,coal has been, and electricity will 
shortly be taken over. Nor is the Electoral Reform Bill likely 
to raise tremendous controversy, at any rate so far as the redis- 
tribution of seats is concerned, though the abolition of the uni- 
versity vote—as if it were on all fours with the business vote— 
would bear the mark of unthinking egalitarianism. The Cinema- 
tograph Films Bill may be open to the criticism that it does not 
go far enough in the correction of monopoly (one of the ques- 
tions, incidentally, in the Labour Party’s electoral programme 
which has yet to be tackled) but it cannot touch more than the 
fringe of party controversy. The Children Bill, which is dis- 
cussed on a later page, will win the general approval accorded 
everywhere to the Curtis Report. 

This is doubtless a worthy programme, but it does not 
promise much political advantage for the Government. On the 
Parliament Bill, they may win at Westminster, but they will 
almost certainly be the losers in the country, which is aware of 
the arguments for an agreed measure of reform for the Upper 
House but still suspects, despite all the protestations of Mini- 
sters, that the Bill is a device for making certain that 


the Government can nationalise the steel industry during the 
remainder of their term. If there was a consensus of opinion in 
favour of nationalising the industry, or if it was failing to make 
its maximum contribution to the nation’s needs, no such artifice 
would be needed. 
In every respect but this, the Government’s programme shows 
a modest realism. For that, the narrow escapes from last year’s 
crises of fuel and dollars may, perhaps, be thanked. _The com- 
placency of July and the demoralisation of August have given 
way to self-respect and to a regard for facts. Nothing has con- 
tributed to this salutary change so much as the emergence of Sir 
Stafford Cripps in full mastery of economic and financial policy. 
The new Chancellor is entitled to make the most of the signs of 
economic improvement and expanding output, but he would 
never be tempted to use them to disguise the truth. Indeed, if 
Sir Stafford has a fault, it is precisely the reverse of Mr Dalton’s, 
for he is—quite rightly—so preoccupied with Britain’s adverse 
balance of payments and the dollar deficit that he is willing to 
impose any strain on the British economy, even to the extent of 
denying it the new industrial plant which it so urgently needs. 
In a real sense, this will be the Chancellor’s session, with the 
promise of an “ Economic Survey” for 1948 next month, and 
his first Budget in April. And in the meantime, the routine but 
important process of supply will concentrate the attention of 
Government and taxpayers on critical questions of expenditure, 
Thus the stage is set for fresh thinking on problems which 
were unimagined by the Government in the cheerful days of 
twelve months ago. Already, some fruits of a new realism are 
forming. There are signs of a more healthy atmosphere in the 
British economy—exhortations to work from the trades unions, 
an end (for the time being at least) of the move towards a shorter 
working week, some Stakhanovites among Welsh miners. Pro- 
duction is rising, slowly and painfully, though in some cases 
expansion is still using up scarce stocks of raw materials. The 
contribution which is being made towards paying our way—in 
other words, towards the day when the British people will eat 
only to the extent that they produce and sell—is still pitifully 
small. If the mass of the the people now have some idea—even 
a vague idea—that their short commons are only partly due to 
the war and only partly due to the shortages of food and dollars, 
the credit for their enlightenment belongs to Sir Stafford Cripps. 
But he is, in truth, only at the beginning of his task, and it 
remains to be seen whether even his independence of mind will 
prevail over his pgtential critics at Westminster and Transport 
House. Many of those who enjoyed Mr Dalton’s tirade against 
the advocates of disinflation a year ago (“ persons not of a re- 
presentative quality given to.irresponsible babblings”) have come 
round to the view that inflation is, after all, rampant. Those who 
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have changed their view about inflation now that it is no longer 
partially suppressed, will hardly quarrel with the Chancellor’s 
willingness to let the long-term rate of interest on Government 
securities rise to 3 per cent and to abandon his predecessor’s 
campaign of ultra-low interest rates. But that retreat cannot be 
more than a symptom of the Chancellor’s attitude towards infla- 
tion. The test will come when he opens his first Budget. Will 
it aim at a large and genuine surplus ? Will it make a start to- 
wards a reduction of the fantastic burden of the subsidies with 
all their distorting and inflationary consequences ? Will the 
Chancellor be prepared to listen to the more thoughtful of the 
bankers—and to be charitable to those whose tempers seem to 
be wearing thin ? 

No one realises better than the Chancellor that time is running 
desperately short. Within a mere six months the country may 
be facing insolvency—unable to buy its minimum requirements 
of food and raw materials because its dollars have been drained 
away. The illusion of prosperity at home (which really means 


THE ECONOMIST, January 24, 194% 


easy profits and bulging wage packets) and difficulty abroad 
(which is due in large measure to the fact that the c 

is living beyond its means) has by no means vanished, and jt 
will require all the skill which the Government can command tg 
prepare the country to make the best use of Marshall Aid, if it js 
forthcoming, or to gird it to the decisive struggle for survival, 
if aid comes too late or is insufficient. These will be the tests of 
the coming months. On foreign policy, both parties are in large 
measure agreed, and except for a few dissident back-benchers, 
there is general support for the unequivocal line which Ministers 
have recently been taking about Russia and encouragement fot 
their more hesitant steps towards European co-operation. It is 
on economic policy at home that the Government still runs its 
greatest risks. The British economy is frustrated and brittle. It 
can be made to work more smoothly if the Government: will 


only realise that an honest financial policy is not something — 


which will benefit a few hard-faced bankers in the City, buat 
means, in truth, security and stability for their own supporters, 


General Election in Eire 


R DE VALERA has kept his promise. As a result of the 
defeat of his party, Fianna Fail, at the by-elections held 
in the autumn in Dublin and Tipperary, Eire now faces a general 
election on February 4th. In Ireland political opinion always 
moves to the left, never to the right. The only question is: 
how great will the deflection be ? In the last year a new party 
known as Clann na Poblachta has come into prominence. It has 
the necessary republican outlook and also the second asset essen- 
tial to success in Irish politics—a personality. Mr MacBride, the 
leader of Clann na Poblachta, is a barrister by profession with 
an impeccable revolutionary background. His father was one 
of the leaders executed in 1916. At the by-elections Mr 
MacBride attacked the Government on its blind side. He out- 
lined in spacious terms a progressive social programme ; he 
appealed to extreme nationalist sentiment by suggesting that 
members for Northern Ireland should be invited to sit in the 
Dail ; and in Tipperary he enlisted the support of the land- 
hungry by denouncing the wealthier English settlers who have 
acquired large properties in the south. All these ingredients 
bubbling in the retort of Irish politics may make an explosive 
compound which might not only put an end to Mr de Valera’s 
sixteen years of authority but might also conceivably end the 
twenty-six years of peace in Eire. Mr de Valera has wisely got 
off the powder keg and allowed the gas of Mr MacBride’s explo- 
sions to escape into the open air of a general election. 

Since Mr de Valera first assumed office in 1932, Eire has 
passed through the economic war, the Second World War, and 
a measure of postwar austerity. In spite of neutrality and of a 
policy of political and economic isolationism, Eire has suffered 
much from the impact of events in the outside world. There 
was little improvement last year. The bad weather and the fuel 
crisis in the spring caused widespread inconvenience and hard- 
ship. The dollar crisis in the autumn brought additional 
shortage in its train, and Eire’s share of the sterling area dollar 
pool has been drastically cut. The budget early in the year 
raised the duty on tobacco and entertainments. A supple- 
mentary budget in the autumn raised the duties on beer, whisky, 
and wines ; raised the duty again on tobacco and entertainments, 
and increased the standard rate of income tax and the motor 
licence duties. All these events were the cause of popular dis- 
content, but none of them has caused such widespread :ndigna- 
tion as the rise in the cost of living for which Mr de Valera’s 
government is, rightly or wrongly, blamed. 

The end of the standstill orders on wages was followed by 
numerous demands for more pay and shorter hours. The cost 
of living rose much more rapidly than in Great Britain and real 


wages undoubtedly fell severely. The trade unions alleged that 
prices were not sufficiently controlled and that shopkeepers and 
traders were profiteering at the expense of wage earners. There 
were many strikes, frequently in defiance of the Labour Court, 
and sometimes even before the Court had had an opportunity 
of investigating the workers’ claims. Transport was disorganised 
for two months in the autumn, and the banks had to close their 
doors for a few days as a result of a stay-in strike. It was to 
stabilise the cost of living that the supplementary budget was 
introduced in October. Subsidies were provided for flour, tea, 
and sugar, but, as these subsidies were paid by increased taxes 
on beer and other conventional necessities, the average working 
class household experienced no real benefit. 

Fer those with money almost everything except coal is readily 
obtainable in Eire ; for the less fortunate the rising spiral of 
prices means great hardship, which is sharply accentuated 
by the improved but still comparatively low standard of 
social services. The contrast with Northern Ireland is not being 
overlooked. Old age pensions in Northern Ireland are 26s. 
per week at the age of 65 ; in Eire they are 12s. 6d. per week 
at the age of 70. During the long teachers’ strike of 1946 the 
National Union of Teachers made effective play with the very 
marked difference between their salaries and those of their 
colleagues north of the Border. Most significant, and due mainly 
to the high cost of living, is the fact that only 18 per cent of the 
young men in the 29 age group in Eire are married. In England 
the percentage is 53 ; in the United States it is 64. 

The growth of the tourist trade has also aroused some mis- 
givings. Tourists consume a large amount of imports for which 
they practically all pay in sterling, and as part of the imports are 
from dollar areas, tourists increase the pressure on hard cur- 
rencies. Moreover they put up prices in the country and add 
to the soaring cost of living. It is probable, too, that the tourist 


_ trade is purely temporary and will fade away when continental 


travel is resumed. 

More serious still is the adverse account of the balance of 
payments. From January to October, 1947, imports amounted 
to £105,203,234 and exports to £30,824,851. An adverse 
balance of this size cannot long be maintained even by so strong 
a creditor country as Eire. There are, of course, substantial 


invisible exports which largely bridge the gap, but how large 
they ate is difficult to say because the annual official estimates 
of the balance of payments for last year have not been published. 

In the long run, however, Eire’s balance of, trade depends 
upon increasing its agricultural exports.. During last year, Mr 
de Valera paid two visits to London and arranged a new Anglo- 
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Jrish trade agreement. Great Britain undertook to supply coal, 
raw materials, fertilisers and agricultural machinery, while Eire 

ised in return to supply more cattle and other agricultural 
products. This agreement contains considerable possibilities for 
expanding Irish exports. Britain can absorb large quantities 
of food, and the prices fixed are generally regarded as satisfac- 
tory. The real limiting factor is the low productivity of Irish 
farming. The shortage of fertilisers and feeding-stuffs during 
the war was enough to account for a temporary shrinking of 
output, but what is disquieting is the absence of any long-term 
trend to increase production on the land. A policy of agricul- 
tural development based on improved technique is imperatively 
required. The stagnation of agriculture is the Achilles’ heel of 
Eire’s economic system, 

* 


It was against this economic background that the by-elections 
were held on October 29th. Clann na Poblachta won two of 
the three seats and Mr de Valera accepted the challenge by 
announcing the forthcoming general election. Hitherto, the 
division between the principal political parties has been based 
on the issues and personalities which split Sinn Fein a quarter 
of a century ago. General Richard Mulcahy, the leader of the 
Opposition party, Fine Gael, was Chief of Staff to Michael 
Collins, and his dispute with Mr de Valera has little to do with 
the present troubles in Eire. But a whole generation has grown 
up since 1921, a generation which is more interested in social 
problems than in the antagonism born in the civil war. Hence 
the popularity of Mr “MacBride’s Clann na Poblachta and the 
decline since 1932 of Fine Gael, whose fortunes are not likely 
to be revived. 

The state of the parties in the Dail today is Fianna Fail (Mr 
de Valera), 76; Fine Gael (General Mulcahy), 27 ; Clann na 
Talmhan (Farmers), 11; Labour, 8; National Labour, 4; 
Clann na Poblachta (Mr MacBride), 2; and Independents, ro. It 
is quite impossible to forecast what the position will be after the 
elections. Mr MacBride is putting 92 candidates into the 
field, but few suppose that he will be able to form a govern- 
ment without outside support. On the other hand, if the by- 
elections are any guide at all, Mr de Valera may not secure an 
absolute majority. He has, however, a political and tempera- 
mental dislike of coalitions, and he has stated that he will not 
combine with any other party to form a government. Mr 


The Middle Class—I 
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MacBride’s prospects are much improved by the fact that 
the Labour party remains so deeply divided that each section 
proposes to run candidates against the other. But, while many 
consider Mr MacBride to be a ‘Socialist leader intent alike on 
reform and national progress, others mistrust the sincerity of 
his democratic professions. It may be that Mr de Valera will 
be able to take full advantage of the doubts about Mr MacBride’s 
ultimate intentions, but the probable result of the elections will 
be either a Fianna Fail government leaning reluctantly on 
Labour support, or a coalition of smaller parties. In either case 
Eire will have to face an unsettled period of uneasy coalitions 
and repeated elections. 

The election is being fought on personalities rather than on 
political programmes, and the electorate will vote “ pro-Dev ” 
or “anti-Dev.” Translated into broader terms, the choice is 
between a settled government and a coalition government. The 
latter would encourage political manceuvre and would, at the 
same time, introduce a new vitality of a not very attractive kind 
into the political scene. Logically, all those in favour of settled 
government should vote for Fianna Fail, and many of the normal 
supporters of Fine Gael, whether former Unionists or large 
farmers, may ‘transfer their allegiance to Mr de Valera. But 
whatever the gain on the Right, Fianna Fail will probably lose 
a good deal more on the Left. 

One result of the birth of a new republican party may well 
be to bring into the open once again the question of Eire’s 
relations with Britain and with the Commonwealth. The only 
formal link binding Eire to the Commonwealth is provided by 
the External Relations Act, under which letters of credence for 
representatives to foreign powers are signed by the King. This 
arrangement, always described as a matter of convenience by 
Mr de Valera, has been criticised rather irresponsibly from the 
Right in the Dail. It is possible that Mr de Valera, or his suc- 
cessor in office, in order to safeguard his position in the country, 

‘might seek an alternative arrangement. It is not, however, 
constitutional formalities, but co-operation in economic and 
social policy that matters. And in such spheres, as Irish partici- 
pation in the Marshall Plan and the recent Trade Agreement 
have clearly shown, co-operation has been more intimate than 
at any time in recent years. It is to be hoped that nothing that 
results from the election will impair the new and friendlier 
relationship which has been built up since the war. 


Plight of the Professions 


(By a Correspondent) 


F the middle class is, as used to be said, the backbone of 

the country, then Great Britain is rapidly becoming inverte- 
brate. In a sense, of course, the middle class is expanding 
and extending itself, as the wage-earner assumes bourgeois 
social habits and standards and the old upper class sheds 
inherited wealth and exclusiveness ; and as it expands, so it 
grows less definite and homogeneous. Financial status, accent, 
habits and educational background no longer coincide. But 
the essential core of the middle class, the spinal cord in the 
backbone, the professional man as distinct from the profit-maker 
or wage-earner, does constitute a fairly recognisable social type. 
He holds a University degree, a qualification from a professional 
body, or at least he has gone through a recognised process of 
training extending over anything up to a dozen years beyond 
the legal school-leaving age. He lives on salary or fees, not 
on property. Until fairly lately his income, averaged over his 
working life, was—even allowing for his late start—much higher 
than that of the manual or clerical worker ; now the overlap 
is so considerable that the distinction is blurred. 


But if the class itself is hazy at the edges, both socially, and 
economically, its particular role is less so. In a very real 
sense it is to the body politic what the spinal cord and central! 
Nervous system are to the physical body. A well-developed 
professional class distinguishes the civilised community as a 
well-developed nervous system distinguishes the higher animals. 
The professional man presumably has the usual dose of original 
sin to contend with ; but professional training is calculated to 
check the hypertrophic acquisitive instincts of Economic Man, 
to widen civic horizons, to substitute for the grudging calculus 
of pay and effort the more generous ethic of the Scriptural 
second mile. It is, indeed, partly because of this attitude that 
the professional class as a whole now finds itself in such straits. 
It is too proud to fight ; too proud, certainly, to enter whole- 
heartedly into the inflationary game of mutual blackmail. 

The statistical evidence of its decline is striking. An article 
on “ Wages and Profits,” in The Economist of November 15th 
last, estimated that the real net level of wage earnings (that is, 
after allowing for the rise both in prices and in taxation) has 
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risen by between 10 and 35 per cent since before the war. 
But a corresponding figure for the representative salary income 
(if one were accurately obtainable) would show a loss of anything 
{rom 20 to 30 per cent in real net purchasing power. This 
is partly because the prices of those goods and services which 
are outside the scope of the cost-of-living index, and affect the 
middle-class consumer more than the wage-earner, have far 
outstripped those which the index subsumes. Out of any extra 
money income he may now be receiving (and the average increase 
ts much lower than that of wages) the professional man must 
pay house-rent (unless he is lucky enough to have established 
prewar occupancy) at three or four times the prewar rate. 
His car, if he can run it, costs twice or three times as much 
new, up to ten times as much secondhand. Where the twentieth 
part of an {800-a-year salary would pay for a general maid, 
a full fifth is now needed. School fees are largely a matter of 
transfer between members of the professional class and their 
rise has been braked by that class’s forbearance ; but the pressure 
of other costs has forced them up faster than salaries in general. 
Without drawing on capital, the possession of which is by no 
means characteristic of the professional, it is now impossible for 
less than, say, £1,200 a year at least, even leaving prohibitions 
out of account, to enjoy the normal ingredients of a prewar pro- 
fessional family’s life—the privacy implied for each member of 
the family by having a room of his or her own, the mobility 
and independence implied by a car, the leisure implied by 
even a part-time domestic—not to mention such other attributes 
of civilisation as concerts, theatres, books, the exchange of 
hospitality, and a modicum of foreign travel. It is impossible 
for such a family to give more than a single child the type 
of education they prefer—and which is still almost a conven- 
tional necessity. Whether it is rightly or wrongly so is another 
story, and a very long one ; but the fact is that many professional 
and middle-class families would rather stint themselves on other 
things than accept the state’s free education. 


A cursory survey of salary scales shows that only a tiny mino- 
rity, at the peak of their careers, attain or surpass the level of 
£1,200. The outstanding successful lawyer or doctor can, of 
course, do much better ; so, occasionally, can the independent 
architect, whose percentages benefit automatically from each rise 
in building costs ; on the fringes between the professions and 
business, large incomes are possible to the scientist, the techni- 
cian, the publicist, the accountant and the professional manager. 
But the teacher, the university don, the civil servant or local gov- 
ernment official, the social worker, the salaried doctor, scientist, 
architect or surveyor, the holder of His Majesty’s commission, 
and above all the clergyman of almost any denomination, are 
ctherwise placed. In academic life, one must be a full professor 
to surpass this figure—and few universities pay even their most 
distinguished members more than £1,500 a year. In teaching, 
the new Burnham scale provides a maximum, for the most highly 
qualified assistant teacher of £615. The civil servant must reach 
the rank of assistant secretary to pass the £1,200 mark by any 
noticeable margin. And everywhere, the loss relative to living 
costs and to the incomes of the rest of the community is heaviest 
in the upper reaches. The maximum salary of an assistant 
secretary, for instance, remains unchanged at £1,700 ; that of a 
principal is up by only 10 per cent. 


There are temporary mitigations. Just as any given wage 
scale stands for higher earnings, thanks to full employment 
and overtime, so any given salary scale looks better to the 
present-day professional man because of the quick promotions 
of the last few years. If one has climbed three or four steps 
in half the usual time, one is less apt to notice that they are 
steps on a down-going escalator. But this very record of quick 
promotions darkens the prospects for today’s juniors. The 
places at the top are now occupied not by seniors soon to 
retire but by men with twenty years’ tenure ahead of them ; 
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a ee 
of promotions is maturing. 

Of course the professional is less burdened by taxation, og 

paper, than the very rich ; though surtax hits him at about the 
level where he might otherwise afford a cook, he does not 
qualify for an impost of 19s. 6d. in the {. But the very rich 
are generally so by reason of their capital, and can maintain 
their ¢@standards—on the principle of aprés moi le déluge, 
powerfully reinforced by the prospect of death dutie 
simply spending it. Moreover, many a business man can o 
remaining well within the law, work miracles of good livi 
on his expense account—encouraged thereto by the profits tax ; 
and he can cultivate a debatable terrain between income and 
capital gains where the professional has no consolatory foothold, 


Both as compared with the wage-earner and the profit-maker, 
the salariat have in fact lost ground out of all proportion to the 
general fall in national wealth. Depressing as this may be for 
those affected, the community might, of course, view their 
decline with the same equanimity as it did that of the cab 
driver ousted by the taxi, the officer robbed of promotion by 
the outbreak of peace, or any other interest damaged by the 
progress of social and economic events. After all, the profes- 
sional classes are not actually starving or barefoot. But it is not 
consuming power alone which has suffered ; it is, above all, 
leisure ; and it is precisely the characteristic of intellectual work, 
particularly in its higher grades, that to be properly. done it 
must have a certain amount of leisure.surrounding it. The 
senior administrator cannot judge policy with his nose inces- 
santly at the grindstone. The academic cannot contribute 
worthily to the advancement of knowledge when swamped with 
routine teaching. And outside actual working hours, when the 
professional man used to find time for the exchange of ideas, 
the cultivation of the humanities, voluntary social work, civic 
activities, and the attainment of that mental perspective in which 
alone the specialisations of professional life can be seen in 
true proportion, there is now merely the solitary struggle with 
the day’s overspill from office or consulting room, and a multi- 
tude of domestic odd jobs, This is not a favourable climate for 
creative advances in any field—administrative, academic, scien- 
tific or cultural. And however low the abstract deserts of the 
professional, creative progress is not lightly to be sacrificed. 
If the Labour voter cannot see why a bishop should not shine 
his own shoes and stoke his own stove, and still less why a 
woman doctor should not scrub her own kitchen and fillet her 
own herrings, he should if possible be brought to understand 
that leisure, privacy, and the opportunity of external contacts 
is an essential to high intellectual activity as extra rations are to 
heavy manual labour. 


That understanding is evidently remote. To the Left, the 
middle class is unmistakably—pace Mr. Morrison—a class 
enemy ; the old slogan about workers by hand and brain does 
not comprehend the over-{ 500-a-year man. For him, two hoots 
and a tinker’s curse are ample. Indeed, from almost every 
relevant action that the Government has taken there might be 
deduced a desire to hit the professional man harder than the 
plutocrat. Private building is impossible, and public building 
designed for the working class exclusively ; the wealthy man 
can afford the quadrupled price of a prewar house, or dodge 
the dilemma in a service flat whose rent would absorb a head- 
master’s whole salary. He can take a Mediterranean holiday, 
by yacht or by air to Cyprus, while the professional man must 
forgo his fortnight in France. The rich man can obediently 
lay up his car and spend thrice its running costs on taxis and 
long distance hires ; the salariat can tramp or queue. The winds 
of austerity are tempered for the wage-earner, and the capitalist 
has a fur coat of capital, but the professional class can, for all 
the Government cares, just shiver. 

(To be continued) 
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NOTES OF 


Mr Bevin, preparing his speech for Thursday’s debate, must 
have been a little puzzled to find some of the bitterest critics from 
his own party and some of Mr Churchill’s closest friends tuning 
their voices to a common chant in favour of unity in western 
Europe. Those who were once urging him to keep left are now 
urging him to keep in the middle of the road, with the Russians on 
his left and the Americans on his right. Others are urging on him 
the practical and metaphysical attractions of the phrase “ Third 
Force.” Hardly anyone dares murmur the phrase “ western bloc,” 
which was fashionable for a time after Mr Churchill’s Fulton 
speech but has since lost its respectability because it was thought 
too martial. 

There is danger of confused thinking when so many slogans 
enter the field. Still more serious is the risk that bombardment 
with pol:tical slogans and phrases about “ Western political integra- 
tion” may divert the Foreign Secretary’s attention from the more 
serious business of seeing that preparations for executing the 
Marshall Plan are given the priority in British policy that they 
deserve, in western Germany and elsewhere. It is after all desir- 
able and likely that practical schemes of closer political and econo- 
mic association—even integration—will grow naturally out of the 
work being done, and still to be done, on the Marshall Plan. 

It is hardly necessary to point out the far-reaching consequences 
for British policy of any political integration of the United King- 
dom with nations of western Europe. But it is necessary to point 
out that premature talk along these lines will certainly frighten 
the Swiss, and may frighten the Scandinavians out of the company 
of the Sixteen. They, and other interested Powers, wish to main- 
tain a distinction between the European Recovery Plan and any 
European unity plan. And one can be reasonably certain that the 
members of the British Commonwealth would like the same dis- 
tinction maintained, while they take time to think five or ten years 


ahead. 
* 


As for the “ Third Force,” there is really little to be gained by 
bringing this equivocal phrase out of the domestic into the inter- 
national field. The words and the minority party that uses them 
were born in France out of fear and dislike of the two extremes 
which threatened to seize power: Communism and Gaullism. It 
implies a rather unsteady centre position, in which Socialists 
become slightly blue and men of the moderate Right become 
slightly pink. It further implies that the parties on each side of it 
are equally objectionable. Is it then seriously argued, at this stage 
of Anglo-American relations, that Britain and France should be- 
gin to move towards a position in which they express the same 
degree of antipathy to American policy and ideas as they do to 
Russian policy and ideas ? 

This is surely neither desirable nor possible, if only for the 
reason that the Third Force can only take root and flourish under 
American patronage. Admittedly, the declared object of the 
Marshall Plan is to put western Europe on its feet and give it 
reasonable economic independence. But it is a long way from this 
idea to the vision of a west European bloc holding the balance 
of power between America and Russia. And to start moving 
hurriedly in that direction is to run the risk of encouraging the 
Americans in five years’ time to pull out their stakes in Europe 
and leave the Third Force looking more like a third eleven. 


* * * 


Copy for the Cold War 


Why a French-sponsored newspaper in Berlin should be the 
first to publish in full Communist instructions for strikes and 
political resistance in the British Zone is a mystery still to be 
explained. The Foreign Office declares itself convinced of the 
authenticity of Protocol “M ” which was published last week. 
It is said that the British authorities in Germany had been aware 
for some time of its existence. Why then was it not published 
under British auspices ? T—The content was grave enough to justify 
such a course. If the document is genuine, it means that one 
occupying Power is conniving at and encouraging German Com- 
munist resistance against another occupying Power. If it is not 
genuine, it means that some Germans are interested in inciting 
One occupying Power against another. For it may presumably 
be taken for granted that no Allied authority is responsible 
for “ planting ” a document which is superfluous, indeed harmful, 
considering the genuine human distress which has provoked the 
latest strikes in the Ruhr. Whichever explanation is correct, 
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action should have been taken by the British: either to publish 
the document with the full authority of His Majesty’s Government 
and with a formal protest in the Control Council; or to 
investigate and expose the train of events which led to its appear- 
ance in a “late extra” on the streets of Berlin. 

Publications policy appears to receive iess attention from the 
Foreign Office than it deserves. Why, for example, is it impos- 
sible for a member of the public to buy a copy of the declara- 
tion of Communist policy against the Marshall Plan made by Mr 
Zhdanov to the Cominform six months ago? It is a crucial 
document for the understanding of recent events in France, Italy, 
Greece and other countries where Britain has vital interests ; it 
should have been made available in a White Paper. Why was the 
full infamy of the Petkov trial in Sofia not laid bare in a docu- 
ment backed by the moral authority of the British Government ? 
Why are the main points of the United Nations Commission’s 
repeated evidence of help given to the Greek rebels by Albania, 
Jugoslavia and Bulgaria not raised to public notice out of the 
re of Uno documents which reach London late or in summary 
orm 

The fact that the press has insufficient newsprint to do justice 
to the old-fashioned White Paper is an argument for—not 
against—giving the hard-reading few the documentation they 
need to provide the many with authentic information. The 
White Paper is immune from the objections so often made against 
newspaper reports—that their treatment and presentation reflect 
editorial policy. It has a dignified and effective part to play 
in the “cold war,” which demands more skill and energy from 
British propaganda than seem now available. 


* * * 


Voice of the City 


The latest pronouncements from the bank chairmen have 
run more nearly true to type than the essay in agrarian economics 
from Sir William Goodenough discussed here last week. But if 
ever there was a time of cohesive City opinion on the issues of 
the hour that certainly is not true today. Now the bankers speak 
with many voices, ranging from rather unconstructive political 
sniping at one extreme to laboured efforts to avoid even the 
semblance of criticism of official action. Happily, there are 
between these extremes some who, though speaking forthrightly, 
are plainly trying to make a real contribution towards the shaping 
of economic policy. At one wing is Captain Eric Smith, of the 
National Provincial, whose satire describes the fuel crisis as a 
“trifling interruption ” and the convertibility arrangements as a 
“minor error of judgment . . . washed away in a spate of printer’s 
ink.” Such forced levity, complete with double exclamation 
marks (for the bankers’ “ speeches ” are now printed statements), 
is surely out of place. And is it really wise for one who sits in 
the seats of the mighty in the City to voice the opinion that “ the 
man who enjoys better food in a works canteen is accepting 
material charity from those not so favourably placed ”—and then 
to imply that “no decent man should tolerate” being thus 
privileged ? 

Away at the other extreme is Lord Linlithgow, of the Midland 
Bank, who after weighty deliberation decides, amid much verbal 
sonority, that 1947 was a “ year of solid progress” because of a 
moral revival and because we now understand just how exhausted 
we really are. Lord Balfour of Burleigh, who stands most 
prominently in the middle of the stage, denies us even this 
consolation. The public, he thinks, still. does not understand the 
grim realities of Britain’s plight. “In a matter of months,” he 
says, “ we may not have at our disposal the dollars wherewith to 
pay for our food and for the raw materials essential to our produc- 
tion for export.” But Lord Balfour has a prescription for Britain’s 
malady, and it is one with which all readers. of these columns will 
already be familiar. Britain must tackle the inflation which is 
both sapping and dissipating its resources, must “harness the 
price mechanism to work with the physical controls instead of 
against them,” and can do this only by a budget surplus achieved 
in spite of the reduction of direct taxation which is needed to 
give incentive. Moreover, there must be no more nonsense about 
cheap money: Lord Balfour thinks the long term rate ought to 
be “not under 3 per cent.” In this matter of financial policy, 
the two Northern bankers, Sir Thomas Barlow of the District 
Bank and Mr Harold Bibby of Martins, think similarly. But 
Sir Thomas demonstrates again the engaging inconsistency of so, 
many banking opinions. That any banker should deplore the 


128 


disappearance of the Liverpool Cotton Market is easy to under- 
stand, but this attitude hardly squares with the new protectionism 
which Sir Thomas would like to see for the industry which most 
nearly touches the interests of his own institution. He“ devoutly ” 
hopes that the Peace Treaty with Japan will impose some control 
upon the volume and price of Japanese production. What a 
counsel of despair. 


* * * 


Cracks from the Chief Whip 


Astonishment, not to say alarm, was spread through National 
Savings circles last week-end—and, unhappily, far beyond them— 
by an extraordinary statement by the Government Chief Whip. 
Speaking at a “ Silver Lining” meeting at Stanley (Durham), Mr 
Whiteley said : 

Some fine morning these [note] hoarders, unpatrictic in the true 
sense, will wake up and find their hoard valueless. At short notice, 
it might be, a new issue of notes will be placed on the market and 
all old notes will then be worthless. 

For irresponsibility this effort will be hard to surpass. Coming 
from one who bears the title of Parliamentary Secretary to the 
‘Treasury, a statement in such terms was bound to arouse the 
suspicion that a calculated indiscretion had been made. Indeed, 
even so responsible a journal as The Times headed its report 
“Hint” of a new note issue (as, on Mr. Whiteley’s phrasing, it 
was fully entitled to do). And even the immediate interest which 
his speech provoked apparently failed to show Mr Whiteley the 
extent of his blunder. His denials of having “ any official know- 
ledge” merely made matters worse. Onc, at least, was coupled 
with the excuse “it is always a possibility.” And Sir Stafford 
Cripps, when questioned on the matter, has risen to new heights 
of masterly evasiveness. These rumours, he said, “ have no greater 
foundation than any other rumours.” 

Yet it ought not to be necessary to say that on no kind of day 
will note holders in this country awake to find their holdings 
valueless—and if they want to help to prevent any Joss in their 
value, through a further rise in prices, they cannot do better than 
continue to hold them instead of spending them. This is not to 
cay that an exchange of old notes for new, the possibility of which 
has lately been causing such concern to the “spivs” and tax 
evaders, is out of the question. But in such a case the note holders 
would get value for their money, and nobody who had come by 
his currency honestly would have any reason to fear the inquiries 
which might be made about the origin of any abnormally large 
holdings paid into the banks for the purpose of making the ex- 
change. The fears of the dishonest are understandable, but un- 
fortunately, even before Mr Whiteley’s blunder, they had begun 
quite irrationally to infect the genuine note holders. Those 
among them who now are hurriedly denuding the banks of silver 
or turning their notes into goods would be well advised to think 
again. Nor need they fear any charge of “ unpatriotism.” If they 
can hold their savings in notes without giving way to the tempta- 
tion to spend, they are more patriotic even than those who hand 
their money over to the National Savings Committee, for they 
save without being paid interest by the state for doing so. As for 
Mr Whiteley, if he has any more cracks in mind, let him save 
them for the Government’s supporters on his hypothetical “ fine 
day.” An extraordinarily strong whip would certainly be needed 
then. 

* * * 


Children’s Hour 


The Children Bill, which was formally introduced in the 
House of Lords before the recess, is the long-expected measure 
for putting into force the main recommendations of the Curtis 
Committee on the care of children deprived of a normal home 
life. It also rounds off the social security programme of the 
present Government and its predecessor. The Family Allowances 
Act, the National Insurance and the Industrial Insurance Acts, 
and the National Health Service Act are comprehensive in that 
they apply to, or potentially apply to, the whole population. The 
two remaining measures now before Parliament—the National 
Assistance Bill and the Children Bill—are intended to tidy up 
the loose ends. They will apply to the small minority which, 
for one reason or another, falls outside the scope of the main 
social security agencies. 

Even had there been no Curtis Commitiee, there would still 
have been need for a Children Bill; at least, similar provisions 
to those now brought forward would have had to be incorporated 
in the National Assistance Bill. For under the poor law a local 
authority is enabled to assume the parental rights of a child whose 
parents have abandoned him or are dead or are incapable or unfit 
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to have the care of him, and when the poor law is abolished 
by the National Assistance Bill, a similar provision will have to be 
made elsewhere. -But the Children Bill goes much farther than 
this. Not only does it enable the local authority to assume 
parental rights—with the important new proviso that a 

or guardian may lodge an objection within a month which will be 
sufficient to defeat the local authority’s resolution unless the court 


orders otherwise. It also imposes on the local authority parental 


duties in respect of a child committed to its care or for which 
it has assumed parental rights. Subject to the directions and 
supervision of the Home Secretary, local authorities will have 
to provide special accommodation for children not suitable fog 
boarding out. Whether children are placed with foster parents 
or in Homes, the local authority concerned is obliged to see that 
they are brought up like ordinary children, go to the same schools 
as they and enjov the same privileges. Local authorities are also 
enabled to provide hostel accommodation for young people aged 
15-21 and to pay higher education and training grants to persons 
aged 18 or over who were in their care when they reached that 
age. 

Those responsible for the Bill have, in fact, clearly tried hard 
to pul some imagination into what might otherwise have been 
a mere matter of administration. Whether this imagination will 
survive the dead hand of Whitehall, town hall and county hall, 
and whether the tangle of red tape that at present enshrouds 
the welfare of these unfortunate children will be resolved by the 
appointment of children’s committees by local authorities, remains 
to be seen. A great deal will depend on personalities, in particular 
on the personalities of the children’s officers who will be the 
keystone of the whole new service. In work such as this, perscn- 
ality counts for far more than training. 


* * * 


Mr Gandhi’s Fast 


Mr Gandhi has never used his strange political weapon of 
refusing to eat in a better cause than in his most recent fast, which 
was undertaken to restore communal peace in Delhi and check 
the rising tide of agitation for war against Pakistan. The 
veneration in which he is held is so great as to deter any Indian 
politician from incurring responsibility for his self-impo- sd 
death by starvation, and he is thus able to make an effective 
stand against even the most popular chauvinism. Nor jis he 
without secret allies in high places; most of India’s political 
leaders probably deplore the strength of the current towards 
war, but the need to save the Mahatma’s life is the only pretext 
on which they can justify moderation without exposing them- 
selves to the charge of betray:ng the national or communal cause. 

Not all Indians are ready to submit to coercion by Mr Gandhi’s 
empty stomach, as was shown by the attempt to assassinate him 
made by a Hindu refugee from Pakistan. Feelings of hatred 
and revenge run high among the homeless refugees in India— 
as they do also among the Moslem refugees on the other side 
of the frontier—and Mr Gandhi's insistence that mosques occu- 
pied by refugee squatters should be evacuated and restored to 
local Moslem communities has caused the wrath of some of 
them to boil over. Nevertheless, the guarantees which Mr 
Gandhi demanded from communal leaders as a condition of 
ending his fast have been given, and an advantage has been 
gained over the forces of destruction which could have been 
won by no other means. Mr Gandhi's fast has not affected the 
India-Pakistan contest before the Security Council, but it has 
greatly reduced the risk of a fresh wave of bloodshed in India 
while d'plomacy is at work. 

Mr Gandhi’s devotion to non-violence as a principle is genuine 
enough. But he is also a nationalist politician, and he believes 
that his policy is the best means of bringing about the reunion 
of India and Pakistan which he so greatly desires. India mighi 
conquer and annex Pakistan by war, but no stable unity could 
be thus achieved. Tf, on the other hand, India follows in practice 
over a period of time a policy of communal toleration and non- 
discrimination such as Mr Gandhi urges, the fear of Hindu 
Raj which has been the basis of Moslem separatism would be 
gradually dissipated and an ever closer association of India and 
Pakistan on a voluntary basis would be likely to ensue. This 
idea of Mr Gandhi’s is indeed nationalist, but on the highest 
level of statesmanship. 


* * * 


Anti-British Riots in China 


Anti-British riots in Canton and Shanghai have a prewar 
eatdiet of thee, hich winch. cam Sher Wises aeearibio, reacioarenes 
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of the twenties cannot welcome. It is indeed di that, 
after all the British renunciations of treaty rights in China, it 
should be so easy for agitators to whip up anti-British feeling in 
Chinese mobs. But it is also discouraging that nothing has been 
done until now from the British side to settle the long-standing 
jegal dispute out of which this humiliating trouble has arisen. 
China has not since the war challenged the British right to Hong- 
kong itself, which, together with a small area of the opposite 
mainland, is held by Britain in full sovereignty. Nor has there 
been a direct challenge to British administration of the leased 
territory on the mainland, though China has been inclined to claim 
certain residual rights in the leasehold area which are in conflict 
with administrative policies. 

The small old walled town of Kowloon, however—not to be 
confused with the well-known city of Kowloon opposite Victoria 
—is a special case. By the treaty of 1898, this town, though 
within the borders of the Leased Territory, remained under 
Chinese civil administration. But in the following year, by an 
Order-in-Council, it was placed under British administration and 
the Chinese officials were expelled. The British case is that the 
behaviour of these officials was incompatible with the Chinese 
undertaking in the same treaty not to interfere with British 
measures for the military defence of the Leased Territory. It is 
questionable, however, whether an international treaty can thus be 
unilaterally abrogated by an Order-in-Council, and the Chinese 
have never recognised the validity of the British action. Shortly 
before the war the Chinese Foreign Minister of the time made it 
clear that China continued to regard British administration in 
Kowloon as a usurpation. It was, therefore, only to be expected 
that a crisis would occur sooner or later over the issue in the 
unstable postwar situation, and it would have been a wise act of 
policy if, when Britain resumed control of Hongkong in 1945, 
Kowloon had been handed back to Chinese administration. But 
this was not done, and last week the eviction of Chinese squatters 
in the ruins—for the Japanese destroyed the place during the war 
—provided the occasion for serious anti-British riots. 

The nationalist excitement has no doubt been inflamed by 
certain politicians with ulterior motives, and the British Govern- 
ment cannot but protest strongly at the failure of the authorities 
to protect the Consulate in Canton. Nevertheless, an effort should 
be made without delay to clear up the legal dispute over Kowloon. 
It seems eminently suitable for reference to the International 
Court of Justice. Britain and China would together set an 
example to the world by prompt, honest and amicable submission 
of such a case to an impartial tribunal. 


* * * 


Report on the ‘Tudor 


In its attitude towards the development of the Tudor I 
aircraft the British Overseas Airways Corporation was lacking in 
enthusiasm and determination, deficient in leadership and 
administrative organisation—and not entirely fair in its treat- 
ment of the constructors, A. V. Roe Ltd., or accurate in the 
presentation of its case. Such is the pith of the Courtney Com- 
mMittee’s interim report—a story of confusion so aptly compared 
by Lord Reading im last Wednesday’s debate in the Lords to a 
recipe from Mrs Beeton. A. V. Roe’s main fault was to risk 
unnecessary aerodynamic trouble by changing the well-proved 
Lancaster tail-unit for an untried design. In general, however, 
the firm’s performance was satisfactory: only two and a-half years 
elapsed from the start of the design work to the issue of a certifi- 
cate of airworthiness. But it was because every month was so 
important that one would have expected this period to have been 
reduced by the effective collaboration of all concerned. It was not. 
And the chief offender was BOAC. 

The Corporation did not propose an unreasonable number of 
modifications, although it was responsible for 343 out of a total 
of 357. Nor did they involve delays as serious as those occasioned 
by aerodynamic modifications. But the manner in which they 
were put forward was extremely unfortunate. As modification 
succeeded modification, and as. those modifications were them- 
selves modified, relations between the firm and the Corporation 
deteriorated. The workpeople building the Tudor I became dis- 
couraged and worked more slowly. Finally, after trials which 
the Committee considers of doubtful at in en me 
reasons Which are not wh: accept -BOAC last April in- 
fornied the Ministry of on Aviation eee Ss 

Nccapentivs of whether the flying qualities of the Tudor I can be 

rectified, and whether its déficiency in .performanc ean. fully be 

recoveréd, there is no longer any justification for including-Tudor I's 

in this Cérporation’s Operahitiy “ pfoeraeneré. a 

ein reaching this decision, BOAC departed from the original 


for economic | 
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conception of the Tudor. It must have been influenced by 
knowledge revealed in its recent annual report of the size 
its deficit. But it cannot be denied that much of the delay 
expense in developing the Tudor was due to the unrealistic 
untimely search for perfection of its own project branch. Conse- 
quently the stop-gap was never ready 10 stop the gap. 

The role of the other parties—the Ministries of Supply and of 
Civil Aviation—was somewhat inglorious. They did issue a 
warning against delay. But the unsatisfactory machinery of air- 
craft supply did not oblige them to go further. In the words of 
the report, 

there was such an effective division of constitutional responsibility 

among the organisations concerned that each could find unimpeach- 

able reasons for keeping its constructive activity within moderate 

limits ; and on none of the parties was there such clear financial 

responsibility as would have impelled action. 
Fortunately, the procedure for ordering aircraft has now been 
altered and the Air Corporations must now take full financial 
responsibility for machines ordered to their requirements. The 
next report of the Courtney Committee, which has had its terms 
of reference extended, is likely to propose further changes ; and, as 
the Minister of Civil Aviation indicated in Wednesday’s debate, 
the Government is in a mood to introduce them. Meanwhile, the 
Government has decided that BOAC must fly the Tudor I’s, if 
they conform to original specifications, must buy and not hire 
them, and will not receive any special subsidy to meet losses 
incurred in their operation. So ends an unhappy chapter in 
British civil aviation for which there is ample explanation but 
little excuse. 


oF 
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* * * 


A Profit for BSAA 


The present system of ordering aircraft is also criticised in 
the first annual report of the British South American Airways Cor- 
poration, published in the middle of the week, as costly, cumber- 
some and the cause of avoidable delays and misunderstandings. 
Its modification is the first of the four prerequisites which the 
directors consider to be essential for effective competition, with 
other air lines. The others are the removal of unreasonable re- 
strictions on operations, the general recognition of the “fifth 
freedom ” right of through air lines to traffic between intermediate 
points on their routes and the absence of any preferential treatment 
for competitors. 

For the period under review, however—August I, 1946, to 
March 31, 1947—BSAA showed a net profit of £20,507—a sum 
insufficient to bring the losses of the three Air Corporations 
within the statutory limit of £10 million, but nevertheless a 
satisfactory result. In achieving this, it carried 5,397 passengers 
24,046,600 miles and its aircraft were 58 per cent full. 

This success was in part due to the fact that its early start 
enabled the Corporation to take advantage of the abnormal 
demand for transport at a time when there was little competition 
either in the air or on the sea. This advantage no longer exists 
—and all costs are ominously rising. Yet credit is due to BSAA 
for seizing its opportunity. Indeed in its short career it seems to 
have missed few. Its drive and initiative in pressing the Tudor 
IVs into service, for example, received favourable comment from 
the Courtney Committee. And, in a different sphere of activity, 
the announcement that some scheme is being considered to foster 
among the staff a sense of responsibility and partnership like that 
provided by incentive bonus schemes in industry is very interest- 
ing. But it must be admitted that its problems are simpler than 
those of the other Corporations. With only two types of aircraft 
and with long stages on its routes, it has meither the disastrous 
variety of obsolescent types, which is the costly bugbear of both 
BOAC and BEAC, nor. has it comparable overheads. To admit 
this, however, is not to detract from the merit of its performance : 
and it is especially welcome to note the stout assertion of its 
faith in British aircraft, on which it relies exclusively. 


* * * 


Health Service Skirmishing 


The real -battle: between Mr Bevan and the medical profes- 
sion has still to be joined. ~ In the meantime, there has been a 
preliminary skirmish hy both sides. Last week-end Mr Bevan 


issued a plea that doctors should be guided: by their teason rather 
than by their emotions in the coming plebiscite, and that they 
il 


should not defy the will of Parliament. He also promised a 
statement ata later date. In its turm the British Medical - 


ton points ts out, that. Parliament authorised the Sin ister - 
lish ‘& national ‘health ‘service, not a state médic3 arvibe i 
¢ ; : siieied | 






aceuses Mr Bevan ees 
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Parliament, through the Act, expressly allowed every doctor to 
join the health service or not as he wished. 

These constitutional arguments are really beside the point. Both 
sides use them, when they think fir and when it suits their case. 
More important, so far as the public is concerned, is what will 
happen if, by July sth, the medical opposition to Mr Bevan—on 
the assumption that the plebiscite shows a large majority against 
him—is still large enough and strong enough to make it im- 
possible for him to ignore it. The BMA says that he will be 
forced to postpone the appointed day, which will also mean post- 
poning the day on which general practitioners who join the 
national service obtain the right to compensation for the loss of 
the goodwill in their public practices. According to the BMA, 
doctors need not, therefore, fear to be financial losers if they stand 
firm. It also claims to have considerable funds to recompense 
doctors who lose patients to doctors who decide to join the service. 
With doubtful logic it also declares that if the national health 
service is postponed, national health insurance will go on, and 
that doctors who refuse to join the service will consequently 
retain their panel patients. But, as the Lancet points out, the 
future of national health insurance is not determined by the 
National Health Service Act but by the National Insurance Act. 
Mr Griffiths, Minister of National Insurance, is not likely to defer 
the appointed day for the national insurance scheme, which ends 
the present national health insurance, because of the quarrel 
between his colleague and the doctors. But on what doctors’ 
lists will the new army of insured, who have to pay heavy insur- 
ance contributions, be placed ? If the great majority of general 
practitioners stay out of the health service but take on the new 
insured as patients, from whom will they receive capitation fees ? 

If the present clash between Mr Bevan and the doctors con- 
tinues, there is therefore bound to be considerable confusion on 
July sth from which the public will hardly gain. The fight is, in 
fact, as regrettable as it is unnecessary, and both sides should take 
steps to end it without delay. 


7 . * 
Mr Gaitskell’s Velvet Glove 


Mr Gaitskell’s display, in his broadcast last week, of sweet 
reasonableness, manly sympathy, confidential frankness and the 
firm hand, was almost enough to inspire in the bosom of any 
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disgruntled ex-motorist a mingled conviction of guilt and Pride ; 
guilt for past kicking against the pricks, pride in that positiy 
contribution to the solv.ng of the dollar problem made by ey 
half-hour spent waiting in the rain at the bus stop. He 
indeed, put up a very strong case; an overwhelming case fg 
economy in petrol, a good case against restoring the basic ratigg 
at the old figure. But it would take more than all his new-foung 
gifts of propitiation to prove either that the total abolition of bagie 
petrol was the best form of economy, or that that abolition hag 
been properly handled. There is no evidence that serious com 
sideration was ever given to the motoring organisations’ alterng. 
tive proposals ; there is all too good evidence that the petro] 
question was used as an opportunity for d-splaying to the Goverm 
ment’s mass supporters—whose homes are not sited, and whoge 
working and social life is consequently not built up, on the 
assumption of quick and handy individual transport—a_ proper 
and refreshing zeal in slapping down the class adversary. 

It could have been very differently done ; how differently Mr 
Gaitskell himself has shown. Suppose that in the shock of crisig 
last June, when public opinion, tense with expectation, was pr 
for almost anything, the Ministry of Fuel and Power had delive 
almost word for word, the broadcast of last Thursday, giving 
ample but unequ‘vocal notice of the end of basic. Suppose that 
the months thus gained had been spent on evolving really reason 
able guiding principles for the grant or refusal of supplementary 
allowances, and on the selection and training of staff for the local 
Petroleum Offices. There would still have been inconvenience, 
waste, and borderline hard cases, and it would still have beeq 
arguable that a better way could be found ; but how much muddle, 
loss, and savage ill-feeling would have been saved. And how 
much less favourable would the psychological climate have been 
for the black-market coupon-peddlers. Mr Gaitskell has served 
the Government well—on previous form, astoundingly well ; but 
the timing of his apologia provides yet another example of that 
Government’s passionate adherence, in matters of public relations, 
to the policy of too little too late. 


* * *x 


Italians and their Ex-colonies 


A riot in Mogadishu on January 11th has drawn popular 
attention to conditions in the former Italian colonies about which 
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in the general way nothing is written and nothing heard, For 
instance, how many people know that a four-power Commission 
is now touring the former Italian colonies in order to frame recom- 
mendations on their future? It has finished its stay in Eritrea. 
Here, at its own request, it watched public demonstrations by 
the pro-independence, the pro-trusteeship, the pro-Ethiopian and 
the pro-Italian groups in the territory. All passed off without 
incident except for some minor fisticuffs at Massawa, though some 
raiding by Shifta tribesmen upon Italian property has taken 
place since the commissioners left. 


No one expected worse in Somalia, where permission to demon- 
strate was also sought and given. The pro-Italians paraded one 
day, the Somali Youth League the next. The existence of this 
body marks the growing national consciousness of a sturdy but 
backward race of Africans who mixed, during the war years, 
with many less backward peoples. They now know that they 
lag behind their neighbours, so long as they remain without a 
written language, without education and without unity between 
their small and unruly tribes. During the Youth League parade, 
other Somalis were induced—it seems by Italian bribes—to attack 
the temporarily empty Youth League headquarters. A street 
battle followed. Some Italians joined in. It must have ended 
in a hunting out of Italian quarry. Nothing else could account 
for the heavy Italian death roll—42 as against rr Somalis, and 
this out of a total Italian population of only 3,000. 


Italians in Italy, disregarding the cause of the trouble, are 
much incensed at the British military for allowing the death roll 
to reach such dimensions, Requiem masses were held last Sun- 
day in both Rome and Asmara. Government feelings on the 
subject have been somewhat mollified by the British decision to 
invite an Italian observer to the Court of Enquiry which is now 
being set up. 

* 


In neither Eritrea nor Somalia would pro-Italian feeling 
achieve any great dimensions were it not for Italian propaganda, 
which is increasing. It has sprung imto being out of 2 com- 
bination of emotions—disgust at the victors’ inability to settle 
the colonies’ future, anxiety to establish some definite objective 
for which to work, desire to offset past humiliation and to revive 
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Italy’s place as a nation that counts. Rome has ceased to 
encourage the repatriation of such colonists as rémain—}3,000 in 
Somalia, 27,000 in Eritrea. And these have begun to offer seven, 
years’ back pay in return for support from Africans formerly in 
Italian employment. 


Their plans could be quashed nere, or promoted there, if the 
Four Power Commission showed any signs of knowing its mind. 
So far it does not. It cannot agree, as yet, on what to say about 
Eritrea, It may find Somalia, except from the standpoint of its 
economic weakness, a simpler proposition, but it is sure to dis- 
agree about Libya, So the Italians carry on. . They have, with- 
out much ground, formed the view that the British do not want 
the solution they advocate. In fact, Great Britain’s only firm 
opinion is that its promise to the Senussi of Cyrenaica—“ never 
again Italian rule”—must be kept. Elsewhere, it would be as 
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ready to see Italy among the trustees as any other power. Such 

objections as it feels to this solution are f > not on any 

antipathy to Italian colonial aspirations, but upon the hopelessly 

ery and old-colonial mentality of most of the Italians on | 
spot. 


x * * 


Industrial Democracy 


As its first subject in a series of pre-election discussion pam- 
phiets, the Labour Party has chosen industrial democracy, and 
has invited local parties for their comments. The general thesis 
of the pamphlet is one frequently expounded by Mr Herbert 
Morrison—that political democracy, in the sense that every indi- 
vidual has the right to vote and to stand for election in national 
and local government, has long been established, whereas indus- 
trial democracy, in the sense that the worker has a say in the 
running of industry, has yet to be won. This is perhaps hardly 
an election issue which will provoke controversy or rouse political 
passions, Few would deny the desirability of increasing the 
workers’ participation in industry, not only at the top where ample 
machinery for joint consultation exists, but in the factories, 
where the joint production committee machinery, set up during 
the war, is creaking badly—in spite of the efforts of the Ministry 
of Labour and the TUC to resuscitate these bodies. 


The practical proposals put forward in the pamphlet for making 
joint production committees more effective will, however, be much - 
more controversial. It is suggested that the worker, whose right 
to information “ is far greater than that of the shareholder,” should 
be given full details of output and production policy, and the 
financial position and disposition of profits of his firm, with the 
right to criticise. This provision, incidentally, exists in the legal 
constitution of similar committees in France. There is certainly 
need for more open diplomacy in industrial affairs and there seems 
no reason why in suitable cases publicity should not be thrown on 
the activities of private as well as nationalised industries. But 
whether a workers’ committee in each factory is the best body to 
hold inquests on a firm’s policy and finances is, to say the least, 
open to doubt. The pamphlet also suggests that, in order 
to discourage nepotism, the workers should be consulted about 
the principles underlying the selection and promotion of executive 
staffs. Here again, the principle in the abstract may be sound 
enough, but in practice it would be difficult to prevent discussions 
on promotion descending from the general to the particular. The 
other suggestions, that the Ministry of Labour should publish 
regular information sheets on the progress of joint consultation, 
and that Joint Production Committees should have direct access 
to Regional Boards, as they did in wartime, are both worthy of 
consideration. 


The difficulty, as the pamphlet admits, is to make sure that the 
committees do in fact discuss useful topics and do not degenerate 
into mere talking matches. Both mamagements and workers are 
to blame for any lack of success—managements because they are 
over-sensitive about their “ managerial rights” and workers be- 
cause they are too eager to expose the mistakes of management. 
In wartime, the overriding needs of production and the sense of 
common purpose smoothed away many of the difficulties. In 
peacetime, a correspondingly greater effort at co-operation is 
needed, to overcome the increased frustrations and political hostili- 
ties. Only so will it be possible to furnish convincing experi- 
mental proof that joint consultation does in fact result in increased 
output. 


* * * 


Dollar Documentary 


Long before the new Cinematograph Films Bill passes into 
law, the film industry will be facing problems of which the Bill 
is quite innocent. Indeed Mr Harold Wilson, in moving the 
second reading on Wednesday, had to devote a large part of his 
speech to matters with which the Bill does not attempt to deal. He 
warned the Hollywood film producers, reasonably enough, against 
supposing that if Britain were starved of films, it would eventually 
pay the dollars to get them. But he offered them—as was also 
reasonable—some reassurance, when he pointed out that the 
present Bill assumed that the dispute would be settled. With a 
75 per cent tax on the estimated earnings of foreign films, with 
all new American films withheld in anger, and with the cinema 
industry mainly worried about filling its screens, nothing could 
be more academic at the moment than the Bill’s concern with 
quotas. ; OL TIO 


This seems a little puzzling, four years after the report on 
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Tendencies to Monopoly in the Film Indus-ry, published in 1944. 
This report assessed both the approaching dollar difficulty and its 
restrictionist outcome quite clearly : 


It does not appear that the American industry has had occasion 
hitherto to take stock of the exchange problem facing this country 
. if for lack of exchange this country found itself compelled 
shortly after the war to clamp down on the importation of pictures 
in favour of more indispensable requirements. It 1s in the interests 
ef both countries that relief from the existing exchange situation 
should, if possible, take the expansionist form of a return trade. 


Instead, “relief” has taken a restrictionist form which, as the 
supply of American films dries up, is creating a complete set of 
new problems for the industry. 

Mr. Wilson announced at the same time his intention to set up 
a Production Council and a new committee to inquire into 
monopoly. For the Production Council there is a good case—if it 
proves to be a reality and not another of the well-meaning insti- 
tutions with which the film industry is becoming endowed. It 
could do something to speed up the “ turn-round ” of studio space. 
Ir could harry ostentat.ous cxpenditure, whenever expenditure 
loses sight of the goal of entertainment value. Whether it will do 
these things will depend on the backing it gets. As for the new 
committee of inquiry, it is of course admirable that the hindrances 
which face the independent producer should be investigated and 
published. But much is known about them already, and little has 
been done. The Palache Committee produced an excellent report 
in 1944, but only one or two of its recommendations have been 
taken up. A new report would add some new facts, and bfing 
them up to date in detail, but if it had no better fate than its 
predecessor it would have little point. 


* * * 


Prices Referendum in Australia 


First shots have been fired in Australia in the campaign for 
this year’s referendum on Federal rent and price control. It has 
opened with the issue of the official “Yes” and “No” cases 
which will be distributed to all electors by the chief electoral 
officer. The “ Yes” case was prepared under the supervision of 
the Attorney-General, Dr Evatt, and the “ No” case by the leader 
of the Federal Opposition, Mr Menzies, and the leader of the 
Country Party, Mr Fadden. During the war years, the Common- 
wealth Government administered control of prices and rents on 
an Australia-wide basis under the defence powers contained in 
the constitution ; but, with the gradual move back to a peace 
time economy, there is grave doubt whether the Commonwealth 
can continue to exercise these controls and so the issue is being 
put to the electors by referendum. 


The Commonwealth Government’s case claims that a “ Yes” 
vote will mean protection ggainst inflation, fair rentals, security 
against eviction, real benefit from wage and salary increases, fair 
value for money, protection for savings and deferred pay, full 
value for life assurance, superannuation and social service benefits. 
It is claiming that a “No” vote would expose the pubiic to 
inflation, boom and depression, profiteering, rack-renting and 
blackmarketing, eviction from homes, a scramble for houses and 
goods with the rich always winning, decrease in the real value of 
savings, and industrial unrest. 


The “No” case says that the powers sought by the Chifley 
Government would enable Canberra to fix not only prices, but 
profits, house rents and everything associated with rents. It is 
pointed out in support of the “No” case thet most of the states 
already have price control laws ; the others could introduce them 
at a few hours’ notice. The controls would be administered 
much more efficiently by state authorities. Prices, it is claimed, 
have never been higher, and blackmarketing is widespread under 
Canberra’s price control, which is increasingly becoming profit 
control, ; 

Since federation, the Australian elector has shown as great a 
disinclination as the American elector to alter the constitution. 
Appeals to the people to alter the constitution by referendum have 
failed almost without exception. The constitution in Australia 
seems almost to be sacrosanct. They have already rejected 
Federal control of prices and rents in the general powers 
referendum of 1944; but in the present instance the Federal 
Government is so seized with the importance of preventing 
unrestrained inflation as a threat to its economic policy, that it 
is presenting it as a single issue. There is bound to be great 
opposition, and already the Government is being told by the 
Press that it “ should be divesting itself of wartime controls, not 
trying to rivet them permanently on the country.” 
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New Ships for Old 


When steel is scarce it may be necessary to scrap old 
warships to build new ones. More than once in the history ¢ 
the Royal Navy timber shortage has forced this policy on the 
Admiralty. But there are other good reasons for the decision, 
announced on Wednesday in the House of Commons, to break 
five old capital ships and provide the hungry steel industry with 
over 82,000 tons of scrap. The maintenance in reserve of 30,099 
ton warships costs much money and diverts a thousand men from 
more useful duties. Moreover, the balance of naval power jy 
now—and will remain in the immediate future—such that a gy 
in the strength of the Fleet is less open to nervous criticism 
than it would be later. Should that balance be seriously 
threatened, whether by developments in air warfare and long. 
distance projectiles or by the emergence of a new naval Power 
the adaptation of old ships would be a poor substitute for new 
building. 

The Civil Lord of the Admiralty has given an assurance that 
the battle training squadron at Portland will not be affected. Of 
the five up to date battleships now available the Vanguard, Ki 
George V, Duke of York, Anson and Howe, only two are in ful 
commission. With the future of the battleship in doubt, the 
investment is large enough. 

Six years ago two of the victims—the Queen Elizabeth and 
the Valiant, were maintaining naval supremacy in the eastern 
Mediterranean by the narrowest margin against torpedo bombers, 
submarines and under-water attack in harbour. And the Rodney 
was able to engage and batter the Bismarck only when carrier 
aircraft had lamed the ship which had kept the Home Fleet for 
Jong months in a state of nervous watchfulness. Everyone knew 
that these veterans and the Nelson and Renown could not stand 
up against their successors of the King George V class, planned 
before the last war. At that point they became due for scrapping 
at the first opportunity. 


Shorter Notes 


After last month’s debate in the House of Commons, when 
over 160 Labour and Communist members voted for a reduction 
of £5,000 in the allowance to Princess Elizabeth, the passing of 
the second reading of the Annuities Bill with a minority of only 
16 came as a welcome surprise. The Government were very wise 
in ignoring the amendment to be moved in committee, the purpose 
of which is to separate the personal allowances of the Princess 
and the Duke from their official expenditure. This would only 
create endless trouble and embarrassments and it is to be hoped 
that no more will be heard of it. 


* 


The Overseas Resources Development Bill passed its report 
stage and third reading in the House of Commons on Tuesday, 
As on earlier occasions, the sole point at issue was the Minister 
of Food’s intervention, through the establishment of the Overseas 
Food Corporation, in matters that should be the responsibility of 
the Colonial Secretary. Mr Strachey again rejected amendments 
designgd to exclude the Overseas Food Corporation from colonial 
territories, or to enable its projects to be transferred to the Colonial 
Development Corporation ; but the point is likely to be raised 
again in the Lords. 

* 


A correction is required to figures about compositors’ wages 
which appeared in a note on “ The Wages Spiral ” in last week’s 
issue Of The Economist. The claim of the London Society of 
Compositors called for an increase of 22s. on their minimum 
wage of £6 5s. It may be added that the Society has accepted 
the award of the National Arbitration Tribunal for an increase 
of 15s. per week. : 

* 


As the situation in Greece has faded out of the news, that in 
Trieste has come into it. The sharp diplomatic exchanges between 
the British and the Americans on the one side and the Jugoslavs 
on the other about conditions in the occupied zones of the Free 
Territory may have had their effect on Marshal Tito, the only 
statesman im south-east Europe able to talk frankly to Mi 
Meanwhile after four months’ « governor has been found 


no 
for this inflammable area, in spite of the high quality of candidates 


suggested. The chief reason for the failure “is that none of the 
interested Powers wishes to withdraw its troops—which they 
would have to do once a governor had been installed. : 
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Letters to 
A Capital Levy? 


Sir,—Your leading article of January 17th, having admitted the 
justification for a levy on those holdings of capital that have 
increased since 1939, was deterred from advocating such a tax in 
practice on the grounds of the difficulties involved in the identi- 
fication of pre-war holdings. There is, however, a possible solu- 
tion to this problem. Capital, for the purpose of the tax, could 
be computed by capitalising the unearned income as disclosed by 
the taxpayer’s income tax returns, and provisional assessments 
could be based on the increase in such notional capital. 

The Inland Revenue would extract from the income tax return 
for 1939-40 the taxpayer’s total income for the year to April 5, 
1939. There would be deducted therefrom the income from 
“trades, professions and vocations” and from “employments, 
offices and pensions,” leaving the income derived from dividends, 
interest, property, etc. From this would be deducted interest, 
etc., payable and ground rents, to arrive at the net unearned 
income. The net unearned income would be multiplied by, say, 
20, to give the notional capital in 1939. A similar calculation 
would be made for the year to April 5, 1947. The 1939 figure 
would be increased by, say, 40 per cent to allow for the rise in 
the cost of living, and the increase, if any, between the 1939 figure 
(plus 40 per cent) and the 1947 figure would be provisionally 
assessed as the capital increment during the war period, and would 
be taxed at whatever rate was decided upon. 

Any taxpayer aggrieved by the somewhat summary treatment 
outlined above should be given the option of having an amended 
assessment made based on the actual figures of capital holdings 
in 1939 and 1947 computed on the same lines as for estate duty. 
In such case, the onus of substantiating the actual holdings should 
fall on the taxpayer. 

It is appreciated that, in the case of the provisional assessment, 
many anomalies would arise, such as, for example, where a part- 
nership has been converted into a limited company, but such 
anomalies would be rectified by the option to base the assess- 
ment on actual holdings. Furthermore, the provisional assess- 
ment would fail to gather into the net any increase in “ portable 
property ” which would escape unless the taxpayer opted to be 
assessed on the actual figures. No scheme, however, no matter 
how devised, could cope really effectively with such elusive assets. 

As your leader pointed out, some form of capital tax is a 
political necessity if an attack is to be made on food subsidies. 
Its yield may well prove disappointing, but even so it would still 
be a most desirable measure if only to prove that capital does not, 
automatically accumulate in the way portrayed in the Marxist 
legend.—Yours faithfully, A. P. W. Simon 


Palmerston House, Old Broad Street, London, E.C. 


Danish Socialists Return 


Sir,—The very instructive correspondence from Copenhagen, 
“The Danish Socialists Return to Office” (on page 1946 in your 
issue of December 27th), needs perhaps a supplement about the 
financial position of Denmark. In this field Denmark has made 
a great e‘fort to put her house in order by reducing the overwhelm- 
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the Editor 


ing spending power created during the German occupation, and 
remarkable results have been achieved. 

The costs of the German occupation were covered by the 
National Bank of Denmark under Government guarantee, After 
the liberation the guarantee naturally became effective, and at the 
end of 1945 the Bank’s balance-sheet showed a Government debt 
of 7,611 mill. Kr. on the “Government Regulation Account.” 
Since then the debt has been reduced to §,609 mill. Kr., or by 
more than 2,000 mill, Kr. This reduction, which I think is 
unique, is due to a series of financial measures, including a tax 
on the increase of property and a general capital levy. Various 
Acts in force are expected to produce a further reduction, 

This effort has, together with the restoration during the first 
half of 1946 of the equilibrium in the state budget, contributed 
very much to the re-establishment of sound monetary conditions 
in Denmark. We feel sure that the new Government will carry 
this development a further step forward.—Yours faithfully, 


C, V. BRAMSNAES, 


Copenhagen Governor of the National Bank of Denmark 


Municipal Trading 


Sir,—It is unfortunate that your short note in last week’s 
issue should have so misrepresented. the recent Birmingham 
plebiscite. In,» the first place, personal observation and first- 
hand information convince me that the 43,382 electors who 
voted against the furniture trading proposal were by no means 
merely members of the shopkeeping community. They were 
a very wide cross section of the general public, and, in fact, 
the closing of the poll at 8 p.m. prevented many small shopkeepers 
from recording their vote. The case for municipal participation 
in the trade was not based on dissatisfaction with existing quality 
or service—indeed the Council spokesman categorically denied any 
such motive. 

As for hotels, the principal Birmingham hotel company has 
not so far been able to pay a dividend on its ordinary shares, and 
the industry here is seriously handicapped by the fact that only 
from Monday to Thursday is there any demand for accommoda- 
tion. The likelihood of a municipal hotel being other than an 
expense to the ratepayers is therefore small. 

This particular Bill would have empowered the Corporation 
to manufacture furniture and dispose of it at any price by hiring 
or selling. I cannot think that you would defend trading on such 
terms. as fair competition with the heavily rated shopkeepers of 
the city —Yours faithfully, H. CLEGG 

3 Newnham Road, Edgbaston, Birmingham 


Palestine Immigration 


Str,—If there is a good case against the partition of Palestine, it 
is cértainly not the one advanced by Mr Michael Thornton in 
your issue of January roth. He claims that the United Nations 
scheme is invalid because Jewish immigration will use up the 
country’s water resources to the detriment of the Arabs. His 
assumption is not borne out either by irrigation experts or by the 
layman’s observaticn in Palestine. 















The 


ROYAL 
INSURANCE 


of all kinds including 
bh COMPANY Fire * Life - Accident - Motor - Marine: Aviation 
. aT TED 4 
\3 cr 


INorth JohnSt. Head 24/28 Lombard St. 
LIVERPOOL Offces L O N DON 


Branches throughout the World 


ROYAL 


INSURANCE 


Buy all you can 
afford up to the limit 


wnttitidl 


any” 
hihi lll 
UE 






Seas Ss Sa 


‘ 





134 


On July 4, 1939, a deputation to the Colonial Office, headed 
by Sir Frank Sanderson, MP, and including Sir Murdoch 
McDonald, MP, Sir Thomas “Moore, MP, and Admital Taylor, 
MP—a deputation that no one cdéuld accuse of pro-Zionist bias— 
advanced the opinion of various authorities that the Negeb had, 
in the early centuries of the present era, maintained a considerable 
population (about half a million), and urged that the Jews should 
be given the opportunity of revitalising it through irrigation and 
water conservation, 


From The Economist of 1848 


January 22, 1848. 


Our peace-lovitlg countrymen, who are extremely anxious 
to obtain a reduction of the window taxes, and a modifica- 
tion or abolition of the excise laws, must now see that the 
warlike aspirations of our journalists, at their comfortable 
firesides, are producing corresponding aspirations in the 
Paris journalists. Munisters in both counwies will allow 
themselves to be coaxed by such wfiters, claiming to 
represent the public, into augmenting the military forces 
and extending their patronage. The naval superiority and 
complete secur.ty of England, however, being manifest, the 
demands here for additional armaments justify some alarm 
across the water. Our chimerical fears appear hypocritical 
there, and all the hostile population of France infer that 
cur increase of force is to menace, insult, and invade their 
country. Had the good sense of our people therefore not 
detected the silly and extravagant fallacies of our war 
agitators, and laughed at their idle fears, England and 
France, like two angry men, would have gone on swearing 
and squaring at each other till some fancied opportunity of 
planting a successful blow had excited them to pummel 
each other to disfigurement, blindness and exhaustion. What 
a result for the Liberal press to boast of in the two most 
civilised nations of the earth! But neither in France nor 
in England do the imvasion-fearing and war-provoking 
journals determine the opinion of the people; and we shail 
have at present reither invasion nor war. The budget 
presented to the French Chambers contains a reduction both 
in the army and navy estimates, and that example will supply 
no warrant for an increase here. 
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Anyone who has been in Palestine will know of the great volume 
of water which runs to waste during the heavy rains ; and 
when it is piped imto desert regions, the barren land becomes 
fertile. During the last twenty-five years, Jewish irrigation 
schemes have brought visible benefits to the Arabs. They haye 
created new areas of Arab settlement, and contributed to the 
reduction of the Arab mortality rate. I very much hope that 
under the Economic Council of Uno, a Joint Water Authority 
will be established with both Jewish and Arab representation, $6 
that the advantages of modern irrigation may be equally available 
to each, and that the ample waters of the Jordan may join and 
not divide the two peoples.—Yours faithfully, 


House of Commons, London, S.W.1 MAURICE EDELMAN. 


Refugees without Refuge 


S1r,—I have read with great interest the article in your issue 
for January 17th, in which the achievements and future hopes 
of the Preparatory Commission for the International Refugee 
Organisation are discussed. In the course of the article, however, 
you quote some figures of refugees who have departed for resettle. 
ment under PCIRO auspices, showing the countr-es of destination, 
In their present context, these figures could be construed as repre- 
senting the total number of refugees resettled by PCIRO in the first 
four months of its existence, whereas, in fact, they are the totals 
for a selected list of countr‘es for the month of September, 194), 
only. The totals for the first four months for each country are, of 
course considerably in excess of those which you quote and 
amount in all to 76,000, the figure which is correctly given in an 
earlier part of your article. I hope you wiil allow me to correct 
this ambiguity in an otherwise accurate and well-informed article, 

In the table of figures which I have mentioned, the total under 
the Westward Ho ! Scheme is given as 3,026 but I think I should 
point out that the Westward Ho! Scheme was begun by the 
British Government in April, 1947, before PCIRO came into 
existence, and up to the present time nearly 40,000 volunteer 
workers have been admitted into this country under the scheme.— 
Yours faithfully, Leste Dow, 


Chief, PCIRO Office, United Kingdom 
19 Hill Street, London, W.1 


AMERICAN SURVEY 





The President’s Programme 


(From Our US 


OW that all three of the President’s annual messages have 
been delivered to the Congress it is possible to assess not 
only the political and economic state of this nation as the 
Administration sees it, but also what the Administration pro- 
poses to do about it in this election year. The November 
elections explain a great deal. Gallup poll takers had felt the 
nation’s pulse only three days earlier and discovered that Mr 
Trfiman’s popularity compared with that of Mr Taft was as 63 
is to 37. If the Presidential tone was warmed by that poll, the 
courtesy with which a Republican Congress listened was also 
cooled by it. 

The first message was obviously framed as a campaign docu- 
ment. It is not enough for a Democratic President, facing this 
¢lection year, to survey America’s problems at home and abroad 
with the eye of a statesman. He must also state them with the 
guile of a candidate under fire from left as well as right. How 
well Mr Truman succeeded may be measured by Mr Taft’s 


assertion to the microphones on the following night that Henry » 


Wallace “ would have avhard time to find anything to promise 
the people of this country that is not promised in this message.” 

The details of the President’s goals, of how he aims to achieve 
them and to pay for them, are contained in the other two 
messages, delivered in printed form five and seven days later. 
Mr Truman went back ten years to draw from the “ amazing 


Editorial Staff) 


economic progress of the last ten years” an augury for the next 
ten. Here at home, 

Fourteen million more people have fobs than in 1938. . . . 
The average income of our people measured in dollars of equal 
purchasing power has increased, after taxes, by more than §0 per 
cent... .In no other ten years have farmers, business men 
and wage-earners made such great gains. 

In the future we may not be able to do so well because we start 
from a high plateau of production and from full employment. 
“But we can increase our annual output by at least one-third 
above the present level. We can lift our standard of living to 
nearly double what it was ten years ago.” To achieve this, 
“ agriculture, business and labour must move forward together.” 
There must be for the farmer continued price support, crop 
insurance, improvement in crop distribution, further rural elec- 
trification ; for labour, continued full employment and a rise in 
the minimum wage from 40 cents an hour to 7§ cents ; for 
industry, an atmosphere in which full production will i 
“free competition is the key to industrial development,” and 
“ vigorous private enterprise is vital.” 

Abroad—and the importance to Europe of the achievement 
and its continuance needs no argument—Mr Truman rejoices 
that “ we were able to provide aid to war torn and distressed 
countries.” He is confident of the ultimate success of the 
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United Nations ; he reaffirms his faith in the soundness of the 
n Recovery Programme, and urges Congress to act 
tly “ on this decisive contribution to world peace.” 

What chiefly worries the President is the inflationary trend 
that accompanies this prosperity. He hopes to brake it without 
also slowing the wheels of industry, and he believes that his ten- 
point programme, of which Congress has accepted only three 
points, will do it. He wants prosperity stabilised at somewhere 
near the present peak, with full employment, full production 
(not yet achieved) and the price-income structure so adjusted as 
to stop the inflationary spiral without reducing production or 
extensive unemployment. Having achieved that miracle, he 
would like “to establish firmer foundations for the long-range 
growth and prosperity of our economy in the years ahead.” 

The estimated cost of such a programme for the fiscal year 
which runs from July 1, 1948, to June 30, 1949, is set at $39.7 
billion. The anticipated income (taxes to remain about the 
same) is $44.5 billion, leaving a surplus of $4.8 billion to take a 
minute tuck in the national debt. If none of Mr Truman’s 
recommended new legislation is added, it will still cost $34 
billion to run the country as it is. The first figure is, as Mr Taft 
immediately complained, four times the amount spent before the 
war. It is also two billion more than the budget on which the 
Government is now operating, and while the former comparison 
may be more spectacular, the latter is more vulnerable to the 
criticisms of Congressmen. 

The President calls attention to the grim fact that 79 per cent 
of this largest peacetime budget “ directly reflects the cost of 
war, the effects of war, our efforts to prevent a future war.” 
Defence alone takes 28 per cent of the budget, international 
affairs and finance 18 per cent. Compared with them, the social 
programmes, which provoked instant attack, cost very little. The 
President’s new health, education, housing and social security 
programmes will cost $452 million, which is a mere I per cent 
of the budget. It is not the warm heart that strains the purse, 
but the hot war and the cold one which has succeeded it. 


* 


Over the longer term the President’s goals as set forth in his 
political message are five— 


To secure fully the essential human rights of our citizens. 
To protect and develop our human resources, * 
To conserve and use our natural resources so that they can 
contribute most effectively to the welfare of our people. . 
To lift the standard of living for all our people by strengthen- 
ing our economic system and sharing more broadly among our 
people the goods we produce. 
_ To achieve world peace based on principles of freedom and 
justice and the equality of nations. 


Those goals share in their language the unreality of a political 
platform which promises all things to all citizens, but they cannot 
be entirely dismissed on that ground. They come at the end of 
fifteen years of Democratic success in saying what the people 
want to hear. They form a banner for the party, but they are 
also a wreath on a tomb, and a pledge that faith will be kept with 
the social aspirations of the New Deal even though the economic 
conditions which evoked it are long gone and the theories which 
supported it have changed. This is the voice of the welfare state 
—tich, powerful, aiming to do everything possible to raise the 
standard of its citizens’ living still higher, wanting a peaceful 
world in which to do it, ready to help pay the costs of achieving 
that peace. In the process it even hopes—and this, implicit in 
the President’s economic report, is spelled out in the earlier 
report of his Economic Advisers—to solve an ancient riddle of 
the economic sphinx, the problem of 


balance between capital and consumer consumption of goods 
and services ; the balance between output and absorption, or 
between supply and demand, which can be achieved only 
through an ever-improving management of the wage-price- 
profit structure by those who shape it ; and the balance which 
depends upon economically efficient distribution of national 
income, not only between producers and consumers or between 
employers and workers, but also between industry and agricul- 
ture and among the various sections of the country. 
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Presumably the balance between Government and _ private 
enterprise would be set in the process. 

These ideals may be illusory, but they are not puny. For all 
their verbiage, the messages cannot be accused of reflecting a 
short or a narrow view. That a depression may in 1948 mock 
their figures of achievement and render their aspirations for the 
future as insubstantial as a smoke ring in a gale is beside the 
point. The welfare state got its start in the deepest depression 
this country has ever known. It is Mr Hoover's phrase that Mr 
‘Truman echoed when he talked of “ stamping out poverty in our 
generation.” Poverty, that time, swept Mr Hoover out of office, 
and the Democrats in. That Mr Truman dares to snap his 
finger at what must still make the Republican shudder is a 
measure of his confidence that if the worst comes again, the 
pattern which his party established can again be invoked 
successfully. 


The Oil Shortage 


(FROM AN INDUSTRIAL CORRESPONDENT) 


For the first time in a quarter of a century the United States 
is feeling the pinch of a peacetime oil shortage. After 
supplying the major part of the world’s oil needs during the 
88 years of its history, the industry is confessing by public 
advertisement its inability fully to supply its domestic market. 

The shortage has not yet become a national catastrophe, or 
even a crisis ; the Gulf, Rocky Mountain, and Pacific Coast 
States are not seriously affected. But in the mid-west and 
Atlantic coast States, where normally two-thirds of the nation’s 
oil is consumed, the shortage generally is 15 per cent and much 
higher in some areas. Cold homes and schools, and closed 
factories, are freely forecast by the spring. An unusually severe 
or prolonged winter in that region could bring a repetition of 
the British experience of a year ago. 

The industry is at present pointing not one but a whole 
handful of accusing fingers: one at the steel industry, another 
at transportation, a third at labour, and a fourth at the weather, 
leaving the thumb to pillory demand, which ironically is the 
result of the industry’s own efforts to educate the public to the 
superior virtues of petroleum products. : 

With five so occupied, no digits are,, naturally, left to point 
accusingly at several other pertinent factors, among which 
industrial myopia must be accorded a prominent position. The 
economists of the industry steadfastly refused, for a year after 
V-J Day, to appreciate adequately the popularity of their own 
wares, and for another year, after it became unmistakable, 
refused to believe that such popularity, deserved though it must 
be, would last. A business recession was counted on to provide 
relief from the necessity for doing much about it. Now, 
belatedly, a $4 billion expansion campaign has been launched, 
which, because of the difficulty of obtaining sufficient steel, 
cannot be completed before some time in 1949, but which, 
started two years or even one year ago, would have contributed 
that much precious time toward meeting a demand now re- 
proachfully described as “ unprecedented.” By 1949, of course, 
demand will be still higher. It is unlikely that supply can match 
it much before 19§1 or 1952, and perhaps not then. 

It is easy to account for the increased demand. Motor 
vehicles in 1946 used one-third more gasoline than in 1945 ; 
final figures for 1947, not yet available, are expected to show as 
large an increase, perhaps larger. Oil burner (furnace) installa- 
tions, a record $00,000 units in 1946, approached 1,000,000 last 
year. Farm consumption, owing to mechanisation, was up 100 
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per cent last year over 1941. Increased use of diesel locomotives, 
and new uses, such as kerosene heaters for tobacco curing and 
butadiene for synthetic rubber, played a part in raising demand 
last year by 10 per cent above 1946, compared with an annual 
prewar increase of about § per cent. 

The key to the shortage in the mid-west, where rationing was 
in effect unofficially a year ago, is the decline in production of 
the oilfields in that area, the second most heavily populated and 
industrialised region in the country. Before the last war, pro- 
duction in this district, which runs roughly from Oklahoma, 
Missouri, and Tennessee north to the Canadian border, was 
adequate for indigenous needs. Between 1941 and 1947, 
however, production fell from 404 million barrels annually to 
about 345 million, a decline of 15 per cent, while indigenous 
demand rose more than 30 per cent. The inevitable conse- 
quence was importation of crude oil from surplus areas as far 
away as west Texas. This brought on the shortage of tank 
cars, barges and pipe line capacity, of which the industry now 
complains, but it is the result of the mid-west oil shortage, not 
the cause. 

*x 


The key to the Atlantic seaboard shortage is tankers. -This 
district, the most heavily populated and industrialised of the 
nation, gets more than 95 per cent of its supply by water. As 
late as last June, war surplus tankers were going begging. After 
buying seven during the previous six months, industry spokes- 
men told the House Maritime and Fisheries Committee that it 
had plenty of tankers to supply the east coast and was not 
interested in buying more except on its own terms. In order to 
get rid of them, the Maritime Commission sold 83 abroad and 
delivered most of them, before the industry, only a few weeks 
ago, came to its senses and realised that the shortage it had 
hoped would be confined to the mid-west was spreading to the 
east coast. It is now moving heaven and earth, and hopes to 
move the State Department, to delay delivery of 22 vessels which 
have not yet actually changed hands, to keep them in service for 
the east coast. 

Whatever its past shortsightedness, the industry is exerting 
prodigious efforts. Production has been raised from about 
3.800,000 barrels a day in 1941 to nearly 5,600,000 barrels—far 
beyond the war peak of 4,900,000 barrels a day in July, 1945. 
Trainloads of tank cars are operating from the Gulf states to the 
mid-west. The Government is keeping inland waterways open 
this winter for barge movements as far north as the Great Lakes. 
Plans are under way for co-operation between Government and 
industry under the authority, granted by Congress at the recent 
special session, for industry agreements on pooling supplies. 
The chief bottleneck now is refining capacity, and will be for 
several years to come. 

The Bureau of Mines points out in its January forecast that 
supply depends as much on refinery capacity as on transport 
facilities. Refinery runs, the Bureau reported, were 97 per cent 
of rated capacity, allowing for normal maintenance shutdowns, 
during December, and 103 per cent (5,636,000 barrels a -day) 
during the week ending January 3rd. The January 3rd figure 
does not reflect the effect of a ten-day strike at a 100,000-barrels- 
a-day refinery in Texas. Other contingencies are likely to pre- 
clude miracles such as the 103 per cent operation from recurring 
often enough, to reduce the estimated 1§ per cent shortage in the 
mid-west and east coast materially. 

Exports of 163 million barrels last year were still above 
imports of 157 million. The Bureau of Mines forecast for 1948, 
however, is 149 million barrels for exports and 166.8 million for 
imports, the first time the country has been a net importer since 
1923. 

"Seindtiblest briefly, the United States last year used nearly 
2 billion barrels of oil, twice as much oil as all other nations of 
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the world combined. eae 
to the declining discovery rate, can no longer supply the 
rising domestic demand, much less exports. Imports can, and, 
unless the discovery rate improves radically, will have to meet 
the deficiency for a time. Far-sighted oilmen are talking 
seriously about synthetics. 


American Notes 
Witnesses for ERP 


The past week has seen a steady stream of official and 
unofficial testimony for the Marshall Plan presented to the 
Congressional Committees. Military experts like Mr Forrestal 
and Mr Royall have insisted that the costs of no Marshall Plan 
in terms of increased defence appropriations and the return of 
Selective Service, would be far greater than those of the Europeap 
relief and recovery programme. The Secretary of the Treasury, 
Mr Snyder, questioned closely about the hidden dollar assets 
of individual Europeans, agreed with Senator Lodge that it was 
outrageous to tax poor Americans while wealthy Europeans made 
no contribution to European recovery, but urged that it would 
be shortsighted to force a crippling liquidation of investments 
and gold and dollar balances as a condition of aid. 

The witness upon whom Senators fastened with most enthusiasm 
was Mr McCloy, the president of the World Bank, not for his 
statement that the $6.8 billion sought would be rather a “ tight 
fit,” but to find out whether it would not be possible to include in 
the Recovery Bill provisions for “ following our,dollars abroad” 
similar to those employed by the Bank after a loan is made. Some 
such protective device, Senator Vandenberg insisted, would dis- 
solve half the opposition to the Marshal! Plan. 

The freshest testimony came, however, from 70-year-old Mr 
Bernard Baruch, the first of the eminent private witnesses to be 
summoned to the witness stand. Mr Baruch not only argued 
convincingly for the Recovery plan ; he presented a whole sup- 
plementary programme of his own to increase its effectiveness. 
The appropriation of dollars, he said, was not enough ; world 
recovery required new efforts in American production, military 
and political guarantees, and a much broader acceptance by the 
United States of world imports. 

His programme included eleven specific points, including a 
solid American guarantee against aggression for European nations 
banding together into a political, economic and defence union 
under the United Nations ; American anti-inflation programme 
centring on the reduction of farm prices in return for a three 
years’ price guarantee to farmers ; a two-year peace production 
drive in the United States ; American purchase of all surplus of 
non-perishable raw material surpluses; the extension of the 
President’s tariff authority for three years while allowing other 


countries to maintain their Empire preferences ; the stabilisation’ 


of European currencies at a realistic level; and the realistic 
settlements of all prewar and wartime inter-governmental debt. 
Congressmen, whose chief concern is to whittle down and safe- 
guard the American investment in the Marshall Plan, did not 
seem impressed by Mr Baruch’s much wider view of the com- 
mitments needed to make recovery a reality. But his testimony 
is a useful reminder that the Marshall Plan cannot operate in a 
vacuum ; and the fruitfulness of the dollars will be conditioned 
as much by the fear of war, and American policy on trade, pro- 
duction, and inflation, as by bankers’ checks and balances. 


* * * 
A Vandenberg Compromise ? 


Outside the committee rooms, the chief development in the 
Marshall Plan has been the formation of a body of twenty Re- 
publican Senators, most of them with isolationist backgrounds, to 
debate amendments to the Marshall Plan which they wish to 
submit to Senator Vandenberg. This is the source of rumours 
that there is to be another, more modest plan fot European 
recovery bearing the Republican label. At the moment, however, 
even die-hards like Senators Wherry, Butler, and Brooks seem less 
concerned with voicing their opposition to ERP than with the 

of a split in the party between Senator Taft and Senator 

V. over foreign policy. Senator Vandenberg, even if he 
wished to, could hardly carry all the dissidents of his own party 
along the path indicated by the Administration. Their “ construc- 
Sue SeTORON. ay. el be Wns Bee .At. a. Rerenie, which. would 
i ture in an election year when a common party policy 
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still hang most heavily over its future. Senator Taft in a 
radio address this week suggested that the recovery administration 
be headed by an independent executive of Cabinet rank, who would 
be an equal of the Secretary of State, a hard-boiled representative 
of the American interest, who would put a brake*on the State 
Department “ which is only interested in giving American money 
away for foreign policy purposes.” This is a far cry from the 
ultimate control over the foreign policy aspects of the Marshall 
Plan demanded by the Secretary of State. 

The way seems to be open for another Vandenberg compromise, 
such as those which reconciled Congress and the Administration 
over control of atomic energy and tariff policy. The Senator is 
said to be considering a proposal which would give the Secretary 
of State only advisory powers over the recovery administration. 
Would this be acceptable to Mr Marshall ? He may well realise, 
by now, that if he cannot convince Senator Vandenberg and the 
Senate Foreign Relations Committee of the soundness of the 
Administration scheme for control, the prospects are almost hope- 
less in the House. An acrimonious stalemate over the chain of 
command may easily endanger the adequacy of the appropriation 
and the success of the whole plan. The Administration may con- 
sider that a tactical retreat on this point would gain the substance 
and sacrifice only the shadow, for the President is unlikely to 
appoint an administrator unsympathetic to Mr Marshall. Such 
a concession, coupled with the checks on expenditure advocated 
by Mr Vandenberg, would probably meet most of the objections 
of the “ Committee of Twenty ” who, for all their isolationist past, 
show no open desire to face the tide of general approval for the 
Marshal! Plan, and revive the “ little group of wilful men” of the 
first world war. It would also carry good hopes of sidetracking 
the Herter proposals in the House, which would in real earnest 
create a second Secretary of State. 


* x«* * 


Budget Reactions 


First reactions to Mr Truman’s $40 billion Budget suggest 
that his own party leaders are scarcely enthusiastic about the pro- 
posal to relieve lower income groups at the expense of a higher 
charge against company revenues. Mr Robert Doughton, who 
ranks as the senior Democratic member of the House Ways and 
Means Committee, has stated quite publicly that he “ has not yet 
chosen” between the Presidential plan and that put forward by 
the majority party—for tax reductions that would take at least 
$5.6 billion from present revenue estimates. | And, contrary to ihe 
usual procedure, the new Tax Bill has been introduced by a junior 
committee member of the Democratic Party. 

The proposal to raise the company tax charge, from 38 per cent 
to over 50 per cent is meeting with strenuous opposition, not only 
by reason of its contrast with the gift held out to personal tax- 
payers (who carry votes), but also because of its apparent clash 
with the President’s own forceful recommendations for increasing 
productivity through capital expenditure. Actually, the clash is 
between the shorter-term objective and longer-range plans, but 
Mr Truman could hardly expect, in an election year, to get away 
with plans that carry such an obvious appeal to the Left-wing 
of the Democratic Party. % 

In turn, the Republican majority will probably have consider- 
able difficulty in pressing their own plans for tax reduction. The 
most likely development seems to be a revival of the 1947 struggle 
between House and Senate, for Republican spokesmen in the 
Senate have already agreed that proposals for a “ ceiling” on 
Federal expenditures cannot be very sensible, unless Congress has 
previously agreed upon a fairly narrow range of estimates for 
foreign aid. The President may at some later stage be willing 
to make modest concessions to win agreement in other fields. 
But the general impression now is that any major tax cut will 
have to survive a Presidential veto. Ait 

The danger of fastening upon foreign relief appropriations for 
economy work has been increased by the report, discussed last 
week, on air defence. Most Republican Congressmen will prob- 
ably be unwilling to curtail many of the social welfare funds sug- 
gested, despite the display of righteous indignation which always 
accompanies a Budget Message. And they will, presumably, be 
more unwilling to cut defence estimates, which have risen from 
$10.7 billion in 1947-48 to $11 billion in 1948-49. Indeed, if 
Congress accepts the Air Policy Commission’s figures, defence 
Costs could easily rise by $3 billion over the period to June 30th, 
1949. 

There is also controversy about the deflationary impact of the 
Treasury surplus over the next eighteen months. By adding to- 
gether 1948 and 1949 surpluses, and by including government 
fund operations and Treasury Bond sales, it has been calculated 
that a total of $22 billion may, possibly, be withdrawn from the 
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stream of incomes during that period. But with estimates pushed 
so far ahead, it is scarcely profitable to speculate about 1948-49. 
The $7 billion surplus over the ‘rest of 1947-48 could in itself 
have quite a salutary effect if it became available completely for 
debt reduction. But plans for cutting taxes may upset Treasury 
operations, and the Reserve Board cari support long-term interest 
rates at the present low level only by offsetting the effects of 
reductions in the debt. 


*x * * 
Voluntary Controls 


The Department of Commerce, which recently received an 
extension and reinforcement of its powers of export control, last 
week declared that commercial shipments of all commodities to 
Europe would require individual licences. The new policy will 
operate from March 1st, and will embrace the United Kingdom, 
continental Europe, Turkey, the Soviet Union, and its Asiatic 
possessions. Much of the controversy attaching to this new regu- 
lation seems to have been resolved by the firm declaration that 
existing export agencies will not be penalised, that Government 
operations will be restricted to a necessary minimum, and that 
foreign Governments will not be given a dominant role in the 
selection of channels of supply. Closer supervision of possible 
supplies for Soviet Russia and its satellite states is one obvious 
feature of the plan, the primary purpose of which, however, is to 
establish the direct controls which will become necessary under 
the European Recovery Programme. 

Over the wider industrial field, the process of securing agree- 
ments for the voluntary allocation of scarce materials is making 
much slower headway. The first moves rest with the Depert- 
ment itself which is responsible for all commodities, other than 
food and fuel, and which must determine priority programmes, 
especially for such products as freight cars, oil, farm and electrical 
power equipment, and fertilisers. Production quotas will be given 
to each producer, who must determine his material needs, and 
secure voluntary agreements with suppliers. The steel industry, 
as key supplier to all these industries, has naturally been first on 
the list of consultants. For that industry, voluntary allocation 
has been agreed. Production quotas, however, form only the 
initial link in a chain of curbs which may become necessary if 
domestic demands continue at their present level, and many 
spokesmen for steel have declared that they would resist strongly 
any “ policing programme” in terms of trade quotas or inventory 
controls. 

At the moment, official-comments bless the informal approach, 
and stress the need for “minimum interference with industry.” 
A belief seems to be prevalent that that much can be attained by 
plans for standardising equipment, using substitute materials, 
and securing maximum output, and there may well be a certain 
amount of official reliance upon some reduction in domestic 
demand in the months ahead. What does seem certain is that 
the pattern of agreement for industry will take some time to 
complete, and will become progressively harder as negotiations 
move away from those industries which have for long experienced 
some form of voluntary curb. In many quarters, there has been 
a loose comparison drawn between the new type of voluntary 
agreement, and those established by the National Recovery Act 
(the short-lived NRA codes). But while enforcement by Con- 
gress might now go much farther than seems to be generally 
recognised, such action could follow only from a complete refusal 
by producers to accept the minimum of control now authorised, 


* * * 


Wallace and the Wishful Thinkers 


The first Gallup poll to be taken since Mr Wallace’s 
announcement that he would run for President on a third-party 
ticket has given a rude jolt to the wishful thinkers in the Republi- 
can Party. In New York State, the poll taken on January 1oth 
showed that even with Mr Wallace receiving 18 per cent of the 
total vote, Mr Truman could still beat Senator Taft quite comfort- 
ably: by 47 per cent to 31 per cent. On the other hand, if 
Governor Dewey is the Republican candidate, Mr. Wallace’s inter- 
vention gives him a lead over the President of 44 per cent to 
41 per cent. The greatest interest, however, lies in the suggestion 
that if the contest were between General Eisenhower and Presi- 
dent Truman, the General would walk away with 56 per cent of 
the total votes, against 31 per cent for Mr Truman and 13 per cent 

.for Mr Wallace. 

It is a remarkable coincidence that, within a week of the publi- 
cation of the poll, Governor Dewey announced that, although he 
would not campaign actively for the nomination, he had no objec- 
tion to being pushed ; and General Eisenhower, by neglecting to 
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disavow the filing of his name in the New Hampshire primaries, 
suggested to the cynics that he was of much the same mind. With 
the campaign shaping up so rapidly, it is evidently time for all 
good men to come to the aid of their candidacies. 

~ A poll taken in New York may well exaggerate the national 
strength of Governor Dewéy and the national weakness of Senator 
Taft ; for Governor Dewey is New York’s favourite son, and 
Senator Taft is no favourite with organised labour, which is 
strong in New York. Further public opinion polls, covering the 
whole country, and particularly Illinois and California, will be 
awaited with intense interest by both parties. But New York is 
the key State, both because it seads the largest delegation to the 
electoral college and the party conventions, and because it con- 
tains the core of Wallace strength. It is not too early to conclude 
that Mr Wallace’s buzz is worse than his bite. His intervention 
can defeat the Democrats, but only if the Republicans have a 
strong candidate. It does not seem that he can assure the election 
of a Republican the people do not want ; and the preference is very 
clear for new blood in the grand old party. Those Republicans 
who thought that the Wallace for President movement gave them 
a free rein to disregard public opinion in choosing a candidate 
will have to think again. The greatest danger of a Left Wing 
third party, that it would strengthen the likelihood of a reactionary 
Republican nomination, appears to have been averted. 


* * * 


Labour’s Share of the Cake 


The third round of wage increases for organised labour is 
now under way by the pace-makers of the Congress of Industrial 
Organisations. In Detroit Mr Walter Reuther has announced 
that the General Motors Corporation would be asked for an 
increase of 25 cents an hour, with an additional 5 cents an hour 
for health benefits, a guaranteed 44-hour week, and other fringe 
concessions. The United Electrical Workers, which represents 
the left wing of the CIO as Mr Reuther represents the right, 
had already announced that it meant to get back for its workers 
everything they had lost through price rises since 1945—amount- 
ing to $13 a week. A wage and working rule dispute already 
exists between the railways and the three brotherhoods of opera- 
ting employees, who are demanding a 30 per cent increase. The 
steelworkers are marshalling the arguments for rises in anticipa- 
tion of the reopening of their contract on April Ist 

For the three CIO unions, these arguments are twofold: the 
bloated state of profits, and the steady sucking away of workers’ 
purchas:ng power through price rises. ‘Mr Reuther, for example, 
long an advocate of “looking at the books,” has reckoned that 
the profits of General Motors, Chrysler, and six independents 
totalled $450 million in 1947, after taxes, a return of 22.2 per cent 
on the capitalisation of the companies. If the present wage 
demands were granted, he estimated that the return would still 
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stand at 12.5 per cent in 1948. But the demands, he insisted, » 
least as to the first 25 cents, represented no increase in wages. 
they simply would enable the wage-carner to catch up with the 
cost of living. The other 5 cents is a demand for a “ modeg 
share in the nation’s progress.” 

The Automobile Workers, the Electrical Workers, and the Stee}. 
workers are three of the highest-paid groups of workers in many. 
facturing industry in the country. The Autoworkers—the beg 
paid of the three—are at present receiving average hourly carp. 
ings of $1.50 ; the new rise would give them approximately $1.75 
an hour. The Steelworkers receive $1.38 an hour, electrical 
workers $1.31, against an average manufacturing wage of $1.24, 
These figures cast an illuminating light upon the Presidents 
request for a minimum wage of 75 cents an hour and the reported 
willingness of Congress to grant a 65 cent minimum. 

Even in the automobile industry, however, hourly earnings 
amount, even with 52 weeks’ work (not often received in 1947, 
on account of steel shortages) to $2,800 a year. The Bureay of 
Labour Statistics recently compiled family budgets showing that 
the cost of a reasonable—by no means luxurious—standard of 
living for a family of four ranged, in major cities, from $3,458 in 
Washington, DC, to $3,004 in New Orleans. Many families, of 
course, have more than one wage-earner ; many have fewer than 
three dependents. The shortness of the working week (37 hours 
in the automobile industry), though not altogether within the 
power either of the unions or the industry to change, is more the 
villain of the piece than the unions like to admit. Nevertheless, in 
Washington the cost of maintaining a family of four has risen by 
more than $500 a year in just over eighteen months. Only the 
most stringent anti-inflation legislation could have diverted the 
unions’ demand that the workers’ slice of the cake be maintained, 


Shorter Notices 


Mr Truman’s Economic Report to Congress foreshadowed a 
slower pace of shipbuilding than that suggested recently by the 
Shipping Advisory Commitice. New funds sought in Congress 
total only $24 million, in contrast with the four-year total of $600 
million for the full programme of forty-six passenger vessels 
recommended by the Committee. Amounts available for con- 
struction and improvement over 1948-49 will be as high as $70 
millon, most of which represents work on contracts already under 
way in 1947. The President has asked for operating subsidies 
of $30 million in 1948-49. 

* 


While the Administration has still to present formal bank com 
trol proposals to Congress, the President states quite clearly in his 
Economic Report that he “ will not consider” proposals to “ bring 


- about an anti-inflationary contraction of credit, as in 1920.” The 


Government Bond market will be supported, he says, and if 
voluntary action fails, “other and less dangerous methods t 
restrain bank credit” will be used. Mr Eccles, chairman of the 
Federal Reserve Board, is thus expected to renew his proposals 
for “secondary reserve” powers designed to protect Treasury 


Bond quotations while permitting a moderate rise in commercial 
loan rates. 
* 


Mr Petrillo, of the Musicians Union, has scored a resounding 
court victory over the “ anti-Petrillo Act.” Criminal charges were 
brought against him of violating the Lea Act, which prohibits 
the use of force, express or implied, to make a radio station 
employ more persons than it needs. The judge who tried the 
case in Chicago had at first declared the Lea Act unconstitutional, 
because it was so clearly aimed at Mr Petrillo. The Supreme 
Court disagreed and ordered the case to be retried. Mr Petrillo 
has now been acquitted ; his counsel declares the Lea Act is dead; 
and Mr Petrillo is being hailed as the Houdini of the Labour 
Movement. To judge from the tempers of Congressmen, the Lea 
Act is likely, however, to be born again, this time with more 
cautious drafting. 

* 


The White House has announced that Mr George Allen, 
Ambassador to Iran, will succeed Mr Benton as Assistant 
Secretary of State in charge of public information policy. The 
post is very much more attractive than it was a year ago. The 
change of heart Congress has undergone over the “Voice of 
America” is an astonishing index of an altered international point 
of view. The Mundt Bill authorising the information services, 
which was hopelessly obstructed in the last session, will have an 
early debate and is scheduled for passage. 
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THE WORLD OVERSEAS 





The German Economy in 1947 


——— 





Bizonia’s First Year 


HE story is told in Frankfurt of a German business man in 
Hamburg who found the work of his factory held up for 
want of cement. So he set off in his car, and drove, on black 
market petrol, from Hamburg to Frankfurt. There he bought in 
the black market some packets of chocolate, such as are sold to 
GI's in their stores for $1.05 a box, and to Germans illegally for 
250 marks. With these he drove to Munich, where he bartered 
the chocolate for silk stockings, smuggled in from the Soviet zone. 
He then went on to the Bavarian Alps, where he bartered the 
stockings to a peasant for butter. With the butter on board he 
drove all the way back to Hamburg. There he bartered his butter 
for cement. 

The tale might be continued further. The Hamburg manufac- 
turer would produce in his factory just enough to enable him to 
secure by barter sufficient food and goods to keep his workmen and 
his family, and to offset the losses which he had incurred through 
selling a part of his output legally at the prewar fixed price. Then, 
bearing in mind that currency reform is planned for the spring, 
and that a large proportion of his cash and bank account will be 
cancelled, he would store his remaining goods and raw materials 
as far away from the eyes of authority as possible. 

The German situation is unique in the history of inflation. 
There is neither a runaway inflation, nor a valueless mark. Two 
organised, comparatively stable systems exist together, but inde- 
pendent of one another. In the legal system, a workman receives 
an average wage of 180 marks a month, pays his pfennigs for his 
tram fare and his starvation rations ; the peasant receives 200 marks 
for a ton of wheat, and the Ruhr mining companies 15 marks for 
aton of coal. In the parallel illegal system, a man earns as much 
in one deal as he would in a month in a factory ; a cigarette costs 
3 marks, a pound of butter 300 marks, and traders operate on a 
stable cross-rate of cigarettes to all the staple commodities. 

It is impossible to say what proportion of the population lives 
entirely under the legal system ; it is probably a minority. The 
abnormal is becoming the normal. For this reason, many German 
conservative politicians—influenced by American advocates of free 
enterprise—attack the Socialists for trying to control everything, 
and for foundering in a welter of forms in the attempt. Certainly 
the situation is not one to be cured by issuing more regulations 
from the Frankfurt Economic Council, to be disregarded like the 
rest. It calls for a drastic curtailment of spending power, together 
with a revision of the wages and price structure, and reduction of 
the present prohibitive taxation on profits. This in turn depends 
for its success on public confidence in adequate food supplies, 
greater import of raw materials to replenish stocks, and on a com- 
petent administrative machine. 


Critical Weeks in the Ruhr 


Of these three essentials, only the second is likely to be achieved 
under the new plan for importing £25 million of raw materials 
in the first quarter of this year, drawn up by the now American- 
controlled Joint Export-Import Agency. The food situation may 
be better, but it is unlikely to have been overcome to the point 
where confidence in steady, assured and adequate rations is estab- 
lished. The Frankfurt “ Government ” has no body of competent, 
trained civil servants to administer its decrees. The best of those 
who were left after denazification are all in the administrations of 
the eight States (including Hamburg and Bremen) in this most 
over-governed and bureaucratic of countries. The Anglo-American 
zones have a population of just under 40 million ; to realise how 
swollen the bureaucracy has become under the decentralised sys- 
tem, it is only necessary to imagine the situation if the Whitehall 
Ministries and Parliament were to reproduce themselves eightfold. 
Frankfurt will only attract good men if the service they are joining 
is permanent, and part of a fully responsible government. 

The next few weeks in the Ruhr will be highly critical. Docu- 
ments such as “ Protocol M” are not needed to provide evidence of 
Moscow-directed Communist efforts to sabotage Western German 
revival. The Social-Democrat Party knows all about them, and 
will use its power in the unions and works councils to frustrate 


the attempt, while championing the workers in their grievances, 

The big change that has taken place since the crisis of early 
1947 is the new role of the Americans. Instead of being a purely 
British responsibility, the control of Ruhr coal is now a joint 
Anglo-American concern. More than that, the Americans have the 
greater responsibility, since in the division of functions the control 
of actual production was secured by them. 

There is no point on which all the various American committees 
which examined the prospects for the Marshall Plan were sa 
unanimous as the fact that the Ruhr is the key to the Plan, and 
that only better food, distributed partly as incentives, can secure its 
recovery. Hence the better prospects that this year’s crisis may 
be overcome, even though—owing to the inadequacy of American 
grain supplies to meet all needs—other countries may suffer, 


Failure of the Farmers 


The Anglo-American authorities foresaw last autumn, after the 
effects of the drought were clear, that it would be possible to keep 
up the present low ration of 1,550 calories for the normal consu- 
mer only if the German farmers delivered their quotas, and if the 
States authorities obeyed the Frankfurt Council’s distribution 
decrees. Both these provisos obviously would not be fulfilled. 
About half the potato crop had already been wrongly distributed 
by Bavaria, Lower Saxony and Schleswig-Houl:tein before the 
Frankfurt decree seizing it for fair allocation had even been issued. 
Quite ineffectually, the British and American authorities tried to 
convince the German authorities that they were not prepared to 
accept false returns and to subsidise thefts, black markets and 
inefficiency. The German estimates of the crop were rejected. 
Now that the revised estimates have been found to exceed the 
actual collections, the Anglo-American authorities are faced with 
the prospect of having to cut rations or weaken on their threat 
not to import more. 

The German officials are under the illusion that it is a simple 
matter to buy food from Germany’s neighbours. Even Herr 
Schlange-Schoeningen, the food and agriculture chief, has shown 
that he is innocent of the workings of the IEFC, or the Food 
and Agriculture Organisation which has taken over its work of 
international allocations. Nor does he realise that bulk contracts 
have mopped up most of the remaining fats supplies. He thinks 
that Bizonia’s “surplus of exports over imports” might easily 
be used to secure supplies of butter from Denmark ; and he has 
proposed in a widely publicised statement that Bizonia must 
import 600,000 tons of oilseeds, valued at $300 to $350 million 
a year, as well as 2,000,000 to 2,500,000 tons of fodder. . This 
would suffice to give an average consumption of 13 ozs. of fats 
a week, which he declares is necessary to restore the working 
capacity of the population. Herr Schlange-Schoeningen sees that 
it must. be “some years” before Germany can reach its prewar 
fat production, but declares roundly that the Anglo-Americans 
must now really make up ther minds to give Germany an 
adequate diet “ by granting credits for a few years.” 

Apart from the eight-year isolation of the Germans from the 
rest of the world, one reason for their present inability to grasp 
the realities of the food situation is the artificial division of 
imports into Category A goods, consisting of food, fertilisers, 
seeds and oil products—paid for out of British and US appro- 
priated funds, and from now on to the extent of 80 per cent by 
America—and Category B goods, consisting of raw materials, 
financed by Anglo-American capital advances. The Germans 
simply ignore Category A, and believe that, since German exports 
have so far exceeded Category B imports, it is they who have been 
granting credits to the British and Americans. And, they con- 
clude, it is high time this was changed.. Though their arguments 
are in most ways illusory, it is true that a valuable psychological 
stimulus to production for export would be given if German 
manufactures were directly applied to imports. of food. 

There is nothing to be said against the German authorities’ 
insistence on the vital need far better feeding. The physical 
capacity of the ordinary workman is not equal to his tasks. It is 
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indeed admirable how much is done, particularly by the older 
men in whom the German tradition of zealous, honest labour is 
sull strong. The greatest asset of Germany, and—if it is harnessed 
rightly, of Western Eur is this natural industriousness. 
Owing to the extraordinarily primitive level, even the appalling 
life in crowded ruins is not found intolerable, so long as food and 
warmth are provided. 


Production Still in the Depths 


Even before the Ruhr strikes began there was httle cause for 
eptimism about the state of production throughout Bizonia. 
Optimists would have to be slightly intoxicated to see the gains 
achieved as a really significant climb out of the depths. Now 
the strikes have shown how precarious were the gains. Daily 
output of hard coal in the Ruhr had reached 280,000 tons in mid- 
November, a rise of 50 per cent on the same period of 1946, but 
it has now sunk to 255,000 tons. And stocks continue to pile up 
at the pitheads owing to lack of transport. The output of sicel 
ingots rose tO 311,000 tons in October, an increase of 40 per cent 
over June, 1947. This rate of 3,700,000 million tons a year is, 
however, sull only 36 per cent of the figure fixed under the level 
of industry plan, or by the Marshall Plan estimates for 1951. 
Textile yarns production reached 10,203 tons in October, com- 
pared with 7,315 tons in the same month of 1946—and with 33,730 
toms in 1936. 

The overall production in October was 39.5 per cent of the 
1936 level in the British Zone, compared with 33 per cent at the 
same time in 1946 ; while in the US Zone, which has only half the 
industrial importance of the British Zone, it rose to 49 per cent 
of the 1936 figure, compared with 45 per cent in the previous year. 
The main reason why the Improvement was not greater was the 
catastrophic drought, which severely cut supplies of electric power. 

The transport situation is indeed serious, but action has been, 
and will be, taken to better it. The forecasts of collapse, which 
were made before the period for moving the harvest, proved false ; 
an emergency programme of repairs, together with the efforts of 
the British and Americans to secure the return of waggons from 
other countries, was successful enough to see the railways through. 

A new programme has now been drawn up for 1948. Fifty 
thousand waggons are to be repaired, and 15,000 brought back 
from outside the Zones. If the plan is fulfilled, the railways will 
have 300,000 wagzons, or 20,000 less than the target fixed for the 
Marshall Plan. The gap, the German economic authorities state, 
must be filled by imports. 

Production has not so far been affected by the new list of plant 
to be dismantled for reparations under the revised level of in- 
dustry plan. The final list, after German objections had been con- 
sidered, was only ready just before Christmas, and another long 
delay will probably occur while the question of allocation is being 
settled. In the meantime, only plants already on the black list 
are being dismantied. 

From the American side two major changes in the whole plan 
have recently come. One, which has not yet been officially voiced, 
is that no more plant should go to Russia or its satellites from the 
West ; and the other, sponsored by American Military Govern- 
ment, is that the German factory-owners should have the right to 
re-equip their works as soon as feasible. In other words, the 
present dismantiement, the American intention, is merely to 
provide countries with machines which they would otherwise have 
to secure from America, and which Germany cannot at present 
use ; but it does not mean any permanent limit on capacity. Ger- 
man manufacturers now take a much less pessimistic view of the 
dismantlemem. Many of them see the prospect of restoring their 
plant with modern equipment at a later date, perhaps with 
American capital. 


Crisis in the Export Trade 


The opening of 1948 has brought a sharp reminder of the 
supremely important fact that the future of Western Germany 
depends upon the Marshall Plan, just as the Plan itself depends 
on the recovery of Western Germany. Early this month the Joint 
Export-Import Agency reported that exports had overwhelmingly 
consisted of raw materials—coal and timber—instead of manu- 
factures, and that contracts concluded by Bizonia had dropped 
since the peak reached in September. The fall, it was pointed 
out, was due “to the great resistance of the countries of Europe 
to the buying of anything outside of absolute necessities and a 
severe restriction on the import licences granted. The trend has 
been evident since this summer, following the non-convertibility 
of sterling, and the gradual decrease of the dollar resources of 
the countries concerned.” This disturbing trend is obviously 
more important than the fact that exports during 1947 only 
amounted to $200 million, or less than two-thirds of the original 
target of $350 million. 
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Nemesis is now overtaking the statesmen who at Potsdam 
handed over to the Poles the area which supplied over a quarter 
of Germany's food, while agreeing that the population should be 
evicted to rump Germany and that restrictions should be imposeg 
on the power of German industries to export to the countries from 
which food imports were previously obtained. Compared with 
this fatal decision, the fact that the Russians have failed to 
out the Potsdam agreement on economic unity between the Sovie 
and Western Zones is relatively unimportant.._America 
inevitably to take on the main burden of supplying the W. 
which will never be more than 55 per cent of self-supporting jq 
foodstuffs ; and by force of circumstances Bizonia has become a 
dollar area. 

It has long been clear to the American and British chiefs j 
Germany that the consequence of making Bizonia a dollar areg 
is that Western Europe must be supplied with dollar purchasing 
power or restrict its trade with Germany. The JEIA rena 
brings home the fact that the restrictions are now well under 

For Britain the slump in exports has a special significange 
Under the revised bizonal financial agreement, Britain still retaing 
a liability to convert sterling into dollars should the dollar fung 
held by the JEIA fall below $20 million ; restriction of purchaseg 
makes this liability likely to arise, since the fund will fall # 
Bizonia’s customers find themselves unable to buy owing to their 
own shortage of dollars. This process has now begun. 


Even Marshall aid can only provide a partial solution to Western 
Germany’s problem. The American economics division in Berlig 
has recently issued a survey which rightly diagnoses Bizonia’s 
basic weakness as its unnatural dependence on grain imports 
from America, and suggests that the solution lies in re-establish. 
ing the prewar trade relationships between German engincering 
industries and the grain-growing areas of the east and south-east, 
This solution, however, must remain theoretical for the time 
being, since it involves a great number of undecided political and 
economic factors. For the inynediate future, the answer can only 
be found in the European Recovery Programme, f 


Plans and Prospects in the Russian 
Zone 


The Soviet administration is now faced with the problem of 
whether to form a German State in the East. Hitherto, Russian 
policy has been to match every step taken in the West, but 
never to go farther than Frankfurt towards establishing a separate 
central government. Moscow’s aim remains to achieve political 
contro! in the West, through an all-German government in Berlin, 
and a share in whatever authority controls the Ruhr. 

For this reason, the constitution in the Russian Zone has been 
nearly as decentralised as in the West, with the same adverse 
effect on economic controls. The German central administra- 
tions which exist in Berlin act mainly as advisers and channels 
of command for the Soviet authorities ; their powers over the 
states have recently been increased but remain limited. After. 
the Frankfurt Bizonal Economic Council was set up in Frank- 
furt last year, the Russians followed suit with a central economic. 
commission in Berlin, which tries to overcome the tendency 
towards economic separatism in the States. As in the West, how- 


ever, it is ultimately the occupying power which alone can apply 
sanctions. 


Where the Russians gain an advantage in the exercise of 
centralised power, compared with the West, is in the existence 
of the Socialist Unity Party and the other Communist-dominated 
organisations, which are used as centralised authorities to set 
that Russian orders are executed. 


Hitherto all Russian and German Communist efforts to win the 
workers have been frustrated by the constant process of dismantle- 
ment. Reparations from current production, on the other hand, 
rouse little opposition from men whose chief concern is to have 
an employment that brings with it food and the chance of securing 
goods for barter. : 

Clearly, two different authorities in Moscow have been con- 
cerned in a pull-devil-pull-baker tussle over political policy and 
dismantiement needs. (The security forces of the M form yet- 
another authority in the Soviet Zone, which is independent of, 
and superior to, the Army.) So far, the reparations authorities 
have won. The process of dismantlement has been ry. 
ruthless ; coalmining equipment, textile machinery, and t 
plants have gone with war potential. All railway lines, ex 


a 
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for three main routes, have been reduced to single-track, i 
pylons and overhead cables have gone from electrified lines. 
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more agitating for the Germans has been the confusion and lack 
of plan which has accompanied the operations. 

Marshal Sokolovsky has announced the imminent end of. dis- 
mantlement almost as~ Often as Hitleryannoungéd/ final victory, 
True, it has slackened, but mining equipment and railway tracks 
are still leaving the zone. Tt was reported that in the summer 
further 1,200 km. of track had been demanded. 

As for reparations from current output, some improvement has 
certainly taken place since 1946, when it was thought that about 
half of all production was going either to the Soviet Union, or for 
export against payment to Moscow. 


Production on the Down Grade 


The new year finds the Soviet Zone on the downgrade indus- 
tially. Statistics of production in the zone are even more un- 
reliable than those in the West ; but it is a significant indication 
of the trend that Mr Molotov now only claims that production 
is §5 per cent of the pre-war leyel—presumably that of 1936— 
instead of 70 per cent in 1946. Until the autumn of 1946, it is 
certainly trve that the Soviet Zone presented a picture ot indus~- 
trial activity which outshone the West, in spite of the ruthless 
dismantlement which was proceeding simultaneously. The reason 
lay partly in the energetic way in which the Russians harnessed 
local German skill, partly in the fact that they blocked almost all 
bank and savings deposits dating prior to the occupation, and so 
made al! but the note-hoarders work to live ; but still more in the 
fact-that destruction in the industrial centres was not so great as 
in the West, and stocks of raw materials were far greater. This 
capital is now nearly exhausted. It has only been replenished 
by inadequate supplies of cotton, hides and flax from Russia, 
and small quantities of other essential materials which are secured 
in barter trade pacts or processing deals. Some rubber has been 
bought from Malaya, through Dutch intermediaries. In the tex- 
tile industry recently all work was concentrated into seven or eight 
factories. That this was done is a very good instance of the way 
in which the Soviet Military Administration, acting through its 
German authorities on occasion succeed in carrying out measures 
which are a crying need in the West. 

Other factors which are producing gradual paralysis in the 
Russian Zone are progressive wearing out of machinery and 
transport, continued removal of railway tracks and skilled workers, 
and cumulative physical weakness. The zone suffers a constant 
drain of manpower to the West, partly consisting of. the 
demoralised young black marketeers who are a menace in East 
and West alike, but partly of workmen who fear conscription. 
Absenteeism through genuine sickness, as well as for scrounging 
in the countryside for food, is extremely high. 

A landmark in the history of the zone’s advance towards 
Sovietisation was the introduction by Marshal Sokolovsky last 
Sepicmber of “ Order No. 234,” which gave the German workers 
some of the benefits and imposed the same duties as Russians 
have under the Soviet labour code. Piece rates are now in force 
for the key industries, notably the uranium mines, railways, coai, 
metal, machine and electrical industries. About a third of labour 
is paid in piece rates. Hot meals for 1,000,000 manual workers 
are, theoretically, obligatory. Special incentives for output are 
given to workers in the nationalised and Soviet-owned industries. 
The state economic authorities, through the trade union organisa- 
tion, have the task of allocating the extremely limited supplies 
of consumer goods to the workers in these concerns. In the 
textile and clothing industries wege rates were raised and equa: 
pay for women enforced. Managers on their part are made 
responsible for maintaining working discipline and output. This 
Order was intended to provide a counter to the berefits which 
German workers might hope to obtain from America and 
Britain under the Marshall Plan. It was also a measure to over- 
come the drop in productivity, which had reached a critical 
nadir during the previous hard winter and had not recovered. 
Output in the favoured industries will doubtless have improved ; 

but the effect of the reform has been limited by the drought, 
which made the food shortage and so. the black market worse 
than ever. In any case, like so many Russian decrees, the actual 
benefits sound greater than they are. Thus, in spite of raised 
wages, the average worker’s rate is still only 178 marks a month or 
about one-quarter of the cost of a pair of black market shoes. 

The need of Soviet Zone economy. for a new currency. reform 
and price adjustment is as great as in the West. . This is so, 
despite the fact that the Russians began their occupation with a 
drastic impoverishment of the population, directed chiefly against 
the capitalists but reducing many small people to destitution. 

: initial blocking of accounts, together with confiscation of 

businesses from real or alleged Nazis, and of all estates over 250. 

actes in the land reform, went far to wipe out the main political 


opponents of Communism. . As one, of the leading men in charge 
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of economics said at the time: “In our concentration camps we 
discussed how to eliminate the capitalists, but we never hit on 
such a good way of doing it at the stroke of a pen.” 

Since 1945, however, the Soviet admifistration has reinflated 


~the eurrency"by draining away goods in reparations against pay- 
ment in marks. 
extensive that the blocking of accounts left vast quantities in the 


In addition the hoarding of notes had been so 


hands-of the public, only part of which have returned in new 
deposits. 

As in the West, a completely separate system of barter and 
black markets—in wages as well as goods—exists side by side 
with the legal system of fixed wages and prices. Under the 
Soviet authorities, too, manufacturers divert only part of their 
output to the unprofitable legai channels. Black market prices are 
higher than in the West. 

The Soviet Zone has one great advantage over the West. It was 
self-sufficient in food on the basis of prewar diet, and is somewhat 
more than self-sufficient at the low level of consumption which 
the Russians maintain. Even in spite of war devastation in 
Brandenburg and the acute shortage of machinery, livestock and 
fertilisers, the Soviet Military Administration has been able to 
feed its own forces, send back an unknown quantity cf food- 
stuffs to Russia, and still have some to exchange on a barter basis 
for vitally needed materials from the West. The Russian policy 
is based on three simple principles. First, the Germans shall not 
at any time live better than the Russians; and, secondly, that 
those working for Russia shall have most of the food available ; 
and, thirdly, that the bait of the graded ration card shall be used 
to secure adherents to the Communist organisations. 


Dependence on the West 


The result of Soviet Zone self-sufficiency is that—according to 
an American estimate—the total value of imports needed to 
sustain the zone’s economy will be no more than $300 million 
annually. Even when Bizonia is on its feet once more, it will 
need to export $2 billion in order to balance its payments, which 
will largely consist of foodstuffs. The comparison is somewhat 
misleading, since Russia does not try to run its zone as a separate 
economic unit, but to a great extent as part of the Soviet Union. 
This arises from the fact that the Soviet State, through the 
Sovietische Aktiengesellschaften owns most key enterprises in 
the Zone, The Soviet corporations are estimated to own about 
25 to 30 per cent of the industrial potential of the zone. 

The chief deficiency in the zone is of hard coal. During 1946, 
the quantity which was needed from the Ruhr was 2,500,000 tons. 
On the other hand, the East contains 65 per cent of prewar 
Germany’s brown coal which it exchanges for Ruhr produots ; 
and Russia nas induced the Poles to deliver hard coal from Silesia 
in exchange for essential German materials, such as synthetic oil, 

Steel output is also concentrated in the West, and is as much 
of a bottleneck as coal in Soviet Zone economy. It is indica- 
tive of Russian determination to meet partition of Germany that 
two new steelworks are being built in the zone, and that iron and 
steel have been imported from Czechoslovakia anc the Soviet 
Union. Such steps are, however, only palliatives. 

The textile industry is impossible to disentangle between East 
and West. It has been found that the existing capacity of the 
weaving industry in the Anglo-American Zones cannot be utilised 
without an agreement with the Russian authorities, since 7o per 
cent of the worsted spindles are in the Russian Zone. This state 
of affairs holds in various other industries, notably the chemical 
branch. It makes statistics of existing capacity in the West 
exceedingly unreliable, and is an irrefutable argument in favour 
of Germany’s economic unity, could that but be achieved without 
political disaster, and without Russia’s prior claims on output 
for reparations. 

Interzonal barter trade, supplemented by smuggling, is over- 
coming the effects of partition to a. very limited cxtent. Each side 
is anxious to sell whatever is available abroad for doilars, unless 
the goods received in exchange are unquestionably as scarce and 
vital as those offered. Further, transport limits the volume of 
trade; lack of transport was largely responsible for the fact that 
even the small exchange during 1947 (less than between Bizonia 
and the French Zone) was not carried out to the full. The 1948 
agreement provides for a $0 per cent larger exchange than in the 

vious year, but it remains to be seen whether it too will not 
all below schedule. On this occasion the agreement was nego- 
uated entirely between German authorities. It provides, mainiy: 
for foodstuffs, . pit-props, textiles. and. chemicals from ‘the East, 
against steel, iron tyres and tubes, and chemical products and 
dyes from the West. The grain which the Russian Zone will 
supply during the year will not be‘much more than one-third of 

the quantity imported each>:month’ ftom ‘Ameriday) 9 
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THE BUSINESS 





The Shape of Sterling Policy 


A CERTAIN cohesion is beginning to return to the system 
of payments between the sterling area and the non- 
sterling world which broke into fragments on August 20, 1947. 
The suspension of convertibility of sterling undermined only 
one of the three legs on which the structure of Britain’s over- 
seas payments rested—namely, the agreements with non-sterling 
countries other than those in the dollar area. Payments with 
dollar countries were not affected ; although their volume may 
have been reduced by conscious attempts to cut the dollar gap, 
through which $40 million a week was still draining away last 
month, they still have to be made, as before, in dollars. Even 
though sterling may interpose itself in the transactions when it 
is paid into American accounts, such sterling remains today, as 
it was before August 20th, automatically and unconditionally 
convertible into dollars. So far as dollar payments are con- 
cerned, therefore, there are no changes in the mechanism. 

The only new agreement which bears on payments with the 
dollar area is that with Canada. On the financial side, as distinct 
from the trade side, this agreement merely increases for a period 
of three months the proportion of the net sterling area deficit 
with Canada that has to be met in US dollars. Instead of the 
former ratio of one US dollar for every Canadian dollar obtained 
by drawing on the Canadian loan, the short term agreement 
provides that Britain will have to pay $US100 million as a con- 
dition of drawing $45 million from the Canadian credit. 

The second leg of the tripod, payments with sterling area 
countries, is also substantially unaffected. Here the only changes 
to record result from the agreement with South Africa. This 
is important on two counts. First, South Africa, while still 
remaining a member of the sterling area, has undertaken to 
become directly responsible for its own hard currency require- 
ments. These arrangements applied at first only to South 
Africa’s US dollar requirements ; but it was announced this 
week that they are also to apply to Canadian dollars. As a 
corollary of this direct responsibility for financing the Union’s 
dollar expenditure, a dollar market has been set up in South 
Africa, where the commercial banks are now quoting rates on 
New York and Montreal instead of covering their exchange 
requirements through London. London, as the traditional 
banker to the sterling area, can hardly find this development 
palatable. These new arrangements, which divorce South Africa 
from the sterling area dollar pool, have also brought attendant 
changes in the arrangements for selling South African gold to 
Britain. An immediate loan of £80 million of gold (now under 
consideration by the South African Parliament) replaces the 
previous agreement for yearly sales which in each of the years 
1946 and 1947 had involved shipments of about £80 million. 
The second point of substance in the agreement. with South 
Africa is the proposal for exchange of information between the 
two Governments about movements of capital between their 
respective countries. Exchange of information is pointless 


unless the facts which are brought to light can, if necessary, be 
followed by appropriate restrictive action. This provision of 
the agreement with South Africa may, therefore, be regarded as 
a potential exception to the rule that funds can be freely moved 
within the sterling area even for capital transactions. 

Apart from these reservations. which arise from the new 
arrangements with South Africa, the mechanism of payments 
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with the sterling area remains unchanged. ‘The need for dollar 
economy and for easing the strain on the central gold and dollar 
reserve of the sterling area has been brought home to all its 
members. At the meetings in London last autumn the general 
outlines of a dollar conservation policy were agreed by all the 
sterling countries concerned. Since then good work has been 
done in overhauling the mechanism of exchange control ig 
various parts of the area and the necessary technical assistance 
has been provided by the British Treasury and the Bank of 
England. 

It is in the third category—the payments arrangements with 
non-sterling countries other than the dollar area—that the main 
work of new negotiations had to be undertaken. The most 
important members of this group of countries are those that 
were linked together in the transferable account system. Within 
this group of countries* sterling was freely transferable for 
current transactions (as defined by their monetary authorities), 
Further, any sterling in transferable accounts could be paid into 
American accounts, provided again that the transfer was in pay- 
ment of a current transaction. This latter right, which had made 
sterling in transferable accounts convertible five months before 
the obligation to convert became effective, was annulled with the 
suspension of convertibility on August 20th. But the right of 
automatic transferability within the original group of transferable 
account countries has been withdrawn only in certain specific in- 
stances, such as Egypt, Belgium and Portugal. It has been 
withdrawn from countries which, by virtue of their export 
surpluses with other transferable account countries, might be 
expected to receive current sterling and thus accumulate 
balances to the point at which they could claim convertibility 
into gold. The basis of the direct payments relationship 
between Britain and each of these non-sterling countries is 4 
mutual undertaking to hold each other’s currency up to a fixed 
ceiling, above which any excess accumulation is convertible into 
gold. This particular element of convertibility has become far 
more important since August 2oth than it was before. The un 
willingness of these countries to hold sterling beyond the “ gold 
point” fixed in each of these agreements may be assumed f0 
have grown with the suspension of general convertibility of 
current sterling. 

In the negotiation of these agreements, the main objective of 
British policy has been to prevent the emergence of a situation 
in which particular countries, having accumulated current sterling 
to the limit, might begin to exercise their rights of convertibility. 
This risk has been safeguarded, as far as possible, through a 
combination of financial and commercial arrangements. On the 
financial front Belgium has been induced to raise the ceiling 
of its sterling holding from {5,000,000 to £27 million. Even 
so, Belgium has managed to accumulate some convertible sterling 
in recent months. In the case of Pertugal, the accumulation of 
“current” sterling is being brought down to the stipulated 
£5,000,000 by inducing that country to pay in current ae 
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for certain types of exports from the United Kingdom. which, 
under an earlier agreement, would have been paid for from 
sterling accumulated before 1946. 

The next method used to keep the accumulation of sterling 
by these countries below the convertibility point has been to 
substitute * ‘ administrative ” transferability for automatic trans- 
ferability in cases where the latter spelt danger, as, for example, 
in Belgium and Portugal. Sterling cannot be paid to residents 
in those countries by residents in “ transferable account ” 
countries unless the Bank of England has sanctioned the 
operation. It may be assumed that such sanction will not 
be given: if there is any danger that the transfers will cause the 
recipient’s sterling accumulations to rise beyond the converti- 
bility point. Automatic transferability still obtains where it 
involves no conceivable danger, notably in countries which, 
at present, have no rights to convert their accumulated sterling 
—such, for example, as Argentina—or where the balance of 
current payments is in favour of the sterling monetary area. 

The main lever in maintaining the equilibrium of payments is, 
however, to be found in the commercial negotiations which have 
gone hand in hand with the re-negotiation of the payments 
arrangements. The aim of these trade negotiations has been 
frankly and unashamedly stated in each agreement so far reached: 
to achieve an approximate equilibrium in current payments 
between the sterling monetary area and that of the country in 
question, but to establish that balance at the highest possible 
level of mutual trade. The policy has the defects of all bilateral 
barter: it involves the import of inessentials such as Belgian 
azaleas in order to obtain Belgian steel; it cannot possibly 
achieve the maximum expansion of trade that would occur 
under more normal conditions, when the advantages ol 
specialisation and of the international division of labour could 
be properly exploited. But conditions are not normal. The 
bilateralism of the recent commercial agreements does at least 
make more than an empty obeisance to the principle of expan- 
sion of trade ; and the agreements enable the British authorities 
to keep a strict watch on the accumulating claims on the 
exiguous gold and dollar reserves of the sterling group. 

In the midst of the recasting of the overseas payments 
mechanism, the authorities appear to be keeping in sight the 
aeed to foster sterling as an international currency. That is no 
sasy task, yet the concept of “ transferable sterling accounts ” 
is far from dead. _It has, in fact, been extended recently to the 
agreement negotiated with the USSR, which provides that pay- 
ments between the Soviet Union and sterling countries will be 
made through transferable accounts. Such transferability will 
also apply to payments with non-sterling countries, subject to 
the joint approval of every transaction concerned. The British 
authorities are, necessarity feeling their way carefully, and here 
and there they may seem to show needless timidity. But they 
cannot be accused of having gone back completely on the prin- 
ciples of convertibility that were being pursued up to August 
20th last. 

The picture of the sterling system which emerges from these 
renegotiated agreements may be likened to three concentric 
circles. The centre piece, wholly homogeneous, is made up of 
the United Kingdom, the Colonies and dependencies which 
together have a common quota in the International Monetary 
Fund. Not only is there complete freedom of payments within 
this group, but there is also complete freedom to discriminate 
in monetary and commercial arrangements. Outside this inner 
ring are the rest of what the Exchange Control Act calls the 
“Scheduled territories.” Here tog, there is freedom in the’ 
movement of funds, but a far greater degree of monetary 
autonomy than is to be found im the inner circle which, with 
its currency boards, may be said to take its policy and technique 
of control from London. . there is am outer ring of 
countries which though outside the sterling area are neverthe- 
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December 31, 1947 


LIABILITIES 
Capital paid up Mig 2 
Reserve Fund ... janet mie 


Current, Deposit and 
other Accounts... 

Acceptances and 
Confirmed Credits ony 


Engagements ...  ... *... 


ASSETS 

Coin, Notes and Balances 

with Bank of England . 
Balances with, and Cheques 

on other Banks on 
Money at Call & Short Notice 
Bills Discounted (Treasury 

Bills £194,237,238) ... . 
Treasury Deposit Receipts 
Investments 
Advances & other Accounts 
Liabilities of Customers for 

Acceptances, etc. ... 
Bank Premises 


Shares in Yorkshire oe 
Bank Ltd. 
Shares in Affiliated Sean 
panies: 
Belfast Banking Co. Ltd. 
The Clydesdale Bank Ltd. 
North of Scotland Bank Ltd. 
Midland Bank Executor 
and Trustee Co. Ltd. ... 


Head Office: 


& 
15,158,621 
15,158,621 


.--4, 280,351 ,586 


31,433,651 
25,592,296 


- 108,713,759 


49,858,251 
74,154,842 


- 209,398,431 


. 289,163,139 


57,025,947 
8,261,746 


937,500. 
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less prepared (in a few cases compelled by circumstances) to 
maintain a part of their external exchange reserves in sterling 
and to transact much of their foreign trade in sterling. It is a 
larger group tham is generally supposed and comprises the 
greater part of South America, much of Western Europe and 
such near neighbours of the sterling area as Egypt. This group 
could be expanded and made more coherent than it is at present. 
Whether it expands and acquires organic cohesion depends 


Sugar or 


AST November Mr Strachey faced some strong criticism 
from the back benches when he reduced the weekly sugar 
ration from 10 oz. to 80z., and simultaneously raised the price 
from 3d. to §d. a lb. His critics urged that Britain’s sugar stocks 
were ample and that the cut was unnecessary or, at least, pre- 
mature. Mr Strachey did not deny that stocks were adequate ; 
he fell back on the argument that sugar cost dollars and that it 
was necessary to husband supplies and to conserve stocks. This 
argument may have sounded plausible, but it does not go very 
far. A reduction of 2 oz. a week saves less than 160,000 tons a 
year—say, one-tenth of Britain’s annual consumption. More- 
over, the Ministry of Food had, already in July, bought forward 
substantial quantities of Cuban sugar for delivery this year— 
although at a high price. Hence Mr Strachey’s unkinder critics 
still suspect that the cut in the ration and the raising of the retail 
price may have some connection with the Ministry’s desire to 
avoid a trading loss, or a higher subsidy. If the ration had been 
kept at 10 oz., weekly expenditure per person on sugar would 
have risen from 2d. to 3d. By reducing the quantity to 8 0z., 
weekly expenditure rose by only 3d. Dollars may have come 
into this calculation, but it seems likely that the Minister had 
one eye cocked on the cost of living. 


The connection between British sugar supplies and dollars is 
worth examination. Before the war the internal consumption 
of sugar in the United Kingdom amounted to 2,110,000 tons. 
Domestic beet sugar production provided only 17 per cent of the 
total amount consumed, but one half of the imported supplies 
came from Empire sources—Australia, South Africa, Mauritius 
and British West Indies, in order of importance. Cuba and St. 
Domingo were the two most important foreign suppliers, and 
together accounted for 37 per cent of total imports. The war, 
however, changed this pattern considerably. Internal consump- 
tion declined to 1,750,000 tons a year between 1940 and 1945 ; 
in 1946, it was further reduced to 1,660,000 tons, but increased 
in 1947 to 1,780,000 tons. Home production expanded to 
470,000 tons in 1946 and to 550,000 tons last year. But although 
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upon the future of sterling—in short, upon the capacity of 
Britain to regain its economic strength and to restore its over. 
seas equilibrium. To suggest that the three rings may one day 
add up again to what was the sterling area before the war—ay 
area extending far beyond the Commonwealth—might appear 
pretentious today ; but it is a pretention which should not lie 
beyond the hopes and vision of those charged with the creation 
of the new system. 


Dollars? 


total imports declined, both the actual and the relative supplies 
from Cuba and St. Domingo increased, until last year they repre- 
sented 77 per cent of total sugar imports. 

The accompanying chart shows the changes in Britain’s 
domestic production and ¢gonsumption (calculated on a refined 
value), together with imports of unrefined sugar, for 1938, 1946 
and 1947. Figures for home production are for calendar years 
and therefore comprise parts of two different seasons, which mun 
from October to March. The chart shows that Britain has been 
forced to substitute dollar sugar for Empire sugar, at a time when 
it was vital to reduce dollar expenditure to the minimum. This 
change in the sources of British supplies may seem strange, 
viewed against the background of Britain’s wartime purchasing 
policy. Then the aim was to secure Empire supplies by means 
of long-term contracts, which were made with Australia, Fiji, 
British West Indies, British Guiana, Mauritius, British East 
Africa and the Union of South Africa; in each case, the con- 
tracts provided that Britain should purchase the exportable 
surpluses at prices negotiated annually, and they do not expire 
until December, 1949. Yet, despite these arrangements, sugar 
production in these Empire countries has declined—except in 
South Africa, Jamaica and (up to 1944) Mauritius—owing 
partly to the disruptions of the war, shortages of labour and fer- 
tilisers, and the greater need for more essential agricultural pro- 
ducts. A further factor—it is often contended—may have 
been the low prices which the Ministry of Food offered, though 
it is difficult to measure the incentive effects of a high price on 
producers who could not spend the proceeds on consumer goods 
owing to lack of supplies. South Africa was one of the few areas 
where sugar production increased substantially during the war, 
but the improved standard of living in the Union, particularly 
of the negro population, caused a reduction in the exportable 
surplus of sugar by more than 60 per cent. 

The main cause of the changes in Britain’s sources of sugar 
can be traced to the policy of the Combined Food Board—an 
Anglo-American organisation set up in 1942 to economise in 
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shipping by directing allied supplies to their nearest area of con- 
sumption. As a result, sugar from Mauritius was diverted to 
the Near and Middle East ; South African supplies went to other 
of the African continent ; Australian and Fiji sugar was 
reserved for the Pacific area ; and Jamaican sugar went to Canada 
and Britain. Under this system the United Kingdom drew the 
largest part of its supplies—under Lend-Lease—from the two 
dollar producers, Cuba and St. Domingo, and the rest from 
West Indian colonies for sterling. The work of the Combined 
Food Board was constantly hampered by the International Sugar 
Agreement—a scheme drawn up in 1937 to support the prewar 
sugar market by fixing export quotas. This Agreement for- 
mally runs until August, 1948, but during the war it often 
became necessary to permit countries to export in excess of their 
quotas in order to secure a rational distribution of supplies, and 
in September, 1944, the quota system was finally suspended. 
In 1946, the International Emergency Food Council succeeded 
the Combined Food Board and became responsible for the allo- 
cation of sugar and other foods among the various importing 
countries to ensure an equitable distribution of scarce supplies. 
But as Lend-Lease was no longer in operation, each country 
had to pay for its allotted quantity in the appropriate currency. 
And since the pattern of distribution was maintained on the lines 
laid down during the war, Britain and other European countries 
had to make payment in dollars for the supplies which were 
allocated by the IEFC from Cuba and St. Domingo. Britain, of 
course, also received sugar from the West Indian colonies in 
return for sterling, but West Indies’ sugar represented only 13 
per cent of Britain’s sugar imports in 1947. In the latter part 
of last year many countries could no longer spare the dollars to 
buy their share of Cuban sugar, and stocks began to accumulate. 
Since there were prospects of another good Cuban crop in 1948, 
the IEFC allowed consuming countries to import Cuban sugar 
beyond their allocation and the international “ rationing scheme” 
broke down. 
It should not be assumed that Britain could import sufficient 
sugar from Empire sources even to satisfy the present low level 
of consumption despite the expansion of home produced beet 


_ sugar. Probably at least one third of its present annual require- 


ments can be obtained only from dollar countries. Almost with- 
out exception, sugar consumption has increased in the Empire 
exporting countries; hence their output would have con- 
siderably to exceed the prewar level before they could 
increase their exports even to the prewar figures, though 
a relatively high export price might encourage them to do so. 
But the longer-term expansion of Empire production is not a 
simple matter. It would have to surmount the problems com- 
mon to all colonial development schemes, and, granted the limited 
resources of capital and labour which are available, sugar is 
likely to rank for a much lower priority than more urgently 
needed foodstuffs and raw materials like oilseeds and fibres. 
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It follows, therefere, that criticism cannot be levelled against 
the Ministry of Food on the score of having to import dollar 
sugar. But the same absolution can hardly be given to its pur- 
chasing policy, in view of recent developments ‘in the stigar mar- 
ket. World production of white sugar in 1947-48 is estimated 
at about 253 million tons (raw value) compared with 27 million 
tons in 1937-38. Consumption is believed to total about 25 
million tons, compared with 26} million tons before the war. 
This represents a significant decline in consumption per head, 


.when account is taken of the increase of between 5 and 10 per 


cent in world population. Although the excess production of 
1947-48 is put at only 500,000 tons, it may prove to be much 
larger. Moreover it follows a season which showed an estimated 
surplus of 1,500,000 tons. _The accompanying table gives the 
geographical distribution of world production and consumption 
of sugar. It clearly shows the predominance of Cuba as the 
largest source of exports, with North America (mainly the United 
States) and the United Kingdom as the chief importers. Re- 
duced world production, compared with prewar years, is due 
mainly to a smaller output in Europe and the Far East, but Cuba 
has almost doubled its production. Restriction in consumption 
has been caused mainly by the general shortage of dollars. Most 
countries are prepared to meet their basic sugar requirements at 
high cost—in Europe, basic supplies are generally assured by 
beet sugar production, so that dollar purchases can be, 
and have been, drastically reduced. Under such conditions, a 
fall in the price of sugar may induce little or no additional de- 
mand, simply because the saving in dollars resulting from a 
lower price would be applied to the purchase of moze essential 
imports. In Britain, however, domestic production plays too 
small a part to afford any considerable reduction in dollar sugar 
expenditure ; hence the British demand is a major factor in the 
world sugar market. 


Dollar difficulties have recently had an important effect on 
the Cuban market and prices have tended to fall from nearly 
24S. a Cwt. to 22s, 3d., though the market is now steadier. If 
there is any truth in the reports that the Ministry of Food last 
summer bought well over 500,000 tons of Cuban sugar at about 
28s. a cwt., for 1948 delivery, there would indeed be ground for 
strong criticism of the Mimnistry’s trading policy—quite apart 
from its caution (or perhaps its face-saving) in reducing the 
ration. Sugar provides yet another example of the way in which 
the official policy of secrecy about trading operations prevents 
informed discussion of matters which are of great concern to 
British consumers. No Ministry.is omniscient ; nor, of course, is 
any private trader. But, in view of the claims which are put for- 
ward about the advantages of bulk purchase, it is surely reason- 
able to expect that those responsible should be in a position to 
make accurate market forecasts. If they have been made in the 
case of sugar, the Ministry has remained very modest about them. 
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Business Notes 


with 24 per cent Savings Bonds, 1964-67, both in its 


Three Per Cent under Pressure ? 


Students of market pyschology would have some difficulry in 
explaining why gilt-edged stocks, which stood up well enough 
to the choice of a 3 per cent issue for Transport Stock and to the 
raising of interes; rates on local authority borrowing by one-half 
per cent, should have been so greatly unsettled this week by the 
discovery that the “ public stag” had become tired of holding 
2} per cent Corporation stocks and was now selling them on 
the basis of 92}-934. There was a time when the ex-Chancellor 
preened himself on the profit which the departments had made 
from their early support for 2} per cent conversion issues by home 
corporations, when they were being issued during the most violent 
phase of the cheap money drive. Now the true losses are brought 
out into the open. But that fact alone would hardly account for 
the sharp fall which occurred in every section of the gilt-edged 
market on Tuesday and continued, though with some signs of 
greater steadiness, on Wednesday. 

Obviously, the opportunity of switching into corporation stocks, 
with lives ranging up to 27 years and standing at a discount of 
seven points, to secure redemption yields to the latest dates a 
shilling or so below 3 per cent, was bound to have repercussions on 
the 40-year Transport Stock. At one time this newcomer had so 
far lost its attractions for institutional investors, who had been 
steadily supporting it since January 2nd, that the price fell below 
98. It is hardly surprising that, in the present unsettied state of 
the market, some investors should already be asking whether the 
3 per cent basis, which had generally been expected to command 
support, is now showing signs of vulnerability. Certainly, those 
who are doubtful about the furure course of gilt-edged prices will 
not derive much consolation from the exchanges berween Mr 
Piratin and Sir Stafford Cripps in Parliament on Tuesday. When 
pressed to explain what new circumstances had arisen since the 
ex-Chancellor introduced the “ very welcome reduction in interest 
charges ” payable by local authorities on their borrowing from the 
public Works Loan Board to necessitate an increase now, the 
Chancellor replied briefly that the Government’s borrowing rates 
for comparable periods had “altered”—a perfectly simple 
position which required no further explanation. 

The result of this week’s setback finds undated stocks clese to 
80 ; 24 per cent Treasury Stock is in fact below that price, after 
allowing for accrued interest, and now yields £3 2s. 7d. per cemt, 
or £1 14s. 3d. per cent after deducting income tax at 9s. in the 
£. But one of stocks which has come on the 
market this week—2} per cent Southampton, 1970-75—offers a 
net redemption yield to the latest date of {1 14s. 7d. That the 
market should have succumbed to the relatively modest degree of 
competition introduced by the release of the unwanted corporation 
issues im the hands of the departments is, im itself, proof of the 
thin veneer of stability which it has acquired in recent weeks. 
There are some who hold that, once Marshall Aid is assured, the 
authorines will have an opportunity to renew their cheap moncy 
drive. But recent tactics almost suggest that cheap moncy is not 
a matter of prumary concern of the Chancellor, and that he is not 
even as mindful as most investors would expect him to be of 
the desirability of maintaining the 3 per cent position. 


* ia * 


Australia Converts 


Gertainiy, there ts ne atiermapt at forcing tactics in the terms of 
the new Australian conversion loan, which was announced on 
Thursday. A year ago, Austral, under the. wing of the ex- 
Chancellor, attempted 10 uade investors to take a.2} per cent 
stock, with a 24-29 year li The: new éssue isa 3 per cent stock, 
redeemable optionally in 1963 and finally in 1965, and will be 
issued at 98}. The new stock will replace part of the New South 
Wales 5} per cent loan, 1947-57 ; of the outstanding £17,370,500 
of this stock, £5,000,000 will be paid off from the sterling balance 
neld by Australia. Apart from the changes in the terms compared 
with a year by the yield to fimal redemption on 
the new stock of £3 2s. 3d. per cemt—it is interesting to note that 
it will be underwritten in the market. Last year’s precedent, when 
the Commonwealth Bank acted as underwriter and was left with 


These terms were to ensure success—on 
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comparabie 

life and the somewhat surprising narrowness of its dates. ne 
stock, on the eve of the announcement of the Australian 
stood at 95$, to yield £2 17s. 1d. to final redemption. A s 
of a clear §s. vei-enaltagecs tartder eae aweee toridineae 
Australia’s willingness to attract the market. It is, at the same 
tame, a symptom of the growing tendency for the yield structure t 
widen, and to lose some of the narrow constriction into which ix 
was forced by ultra-cheap money. And it implies no disrespect 
to the status of Australia as a borrower on the London market 
to emphasise that such a change towards more normal yield 
differentials is entirely salutary. 
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Franc Devaluation 


The moves which have led to the now imminent devaluatiog 
of the French franc hardly accord with those rules of secret 
diplomacy in which monetary affairs of this character and im- 
portance should be discussed. The approaches to the Inter- 
national Monetary Fund in Washington and the general character 
of the French requests for a devaluation of their currency have 
become common property, not only of the press commentators 
but of every speculator who has found ways of capitalising 
pending developments. That the French franc had to be devalued 


was a point on which no two opinions could be held. The cur- - 
rency has been overvalued so long and the underlying trend of . 


wages, costs and prices in France is still so unmistakably upward 
that some official recognition of this loss of value in the currency 
was long overdue. The two points on which there might be 
some doubt are whether this is the proper time to proceed with 
the operation, iLe., would it not have been better to wait until 
underlying conditions were somewhat more stable before taking 
the leap of a forma! devaluation, and, secondly, whether this is the 
most expedient form of devaluation. 

On the first point, the pressure of events is proving stronget 
than «ny arguments that might suggest caution and delay. Some 
move must be made now. On the second peint, the French have 
been so impressed by the apparent success of the Italian devalua 
tion that they have decided to follow the same pattern. That is, 
while allowing a formal devaluation of the franc which would 
carry the official rate of the dollar, say, to 200 francs and that for 
sterling to 800 francs, they desire at the same time to see estab- 


lished in France a free market in which French exporters would” 


be able to sell part at least of the foreign exchange proceeds of 
their sales abroad. The French argument is that only by allowing 


such a free market, in which both foreign currencies and gold” 


would be quoted, would rates be established at which Frenchmen 
or age 2 currencies and bullion will be prepared to dix 
hoard. 

It was this problem which the French Finance Minister, M. 
René Mayer, brought to London on his recent visit and which 
provided the dominant, if not the exclusive, topic of his dis- 
cussions with Sir Stafford Cripps. 
French proposal seems to have been one of root and branch 
opposition. The case for the devaluation of the franc is not, and 
cannot be, contested. But the establishment of a free market and 
the consequent undermining of confidence in currency stability 
are thought to be an unduly high price to pay for the advantages 
of this particular type of devaluation. In particular, British 
authorities cannot ignore the fact that a free exchange market in 
France would almost certainly lead to cross rates berween sterling 
and other currencies which would be seriously out of line with 
prevailing parities. The French appear to have suggested that 
British scruples on this score might be respected by forbidding 
free dealings in sterling. Apart alrogether.from the added restric- 
tions on the free use of ‘stetling which any such development 
would involve, it would in effect the situation from the 
point of view of the cross rate. Under the French proposal 


sterling would continue to be quoted at the official level of 800 | 


francs, while dollars, allowed to find their own level. might rise 
to rates which would give quite fantastic sterling-dollar 
equivalents. ' 

* * * 


Monetary Fund and the Export Franc 
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ing OF rejecting the request rests. The request has been 
before the Fund for some time and has formed the topic of 
perhaps the longest and keenest debate yet held between the 
executives of that institution. The Fund has prejudiced its case 
in resisting the French demands by the precedent it has set in 
accepting multiple currency practices and fluctuating exchanges 
in the cases of Ecuador and Italy. In the former case the Fund 
announced in June of last year that it had approved a request by 
Ecuador to adapt its multiple currency practices through the 
imposition of a sur-charge on non-essential imports. The Fund 
announced at the time that the practices to which it was giving 
its sanction could be justified only as a short period device. But 
it went out of its way to stress that its attitude towards the use 
of multiple currency practices “cannot be doctrinaire.” . Again, 
in the case of Italy last December, the Fund announced that, 
although fluctuating exchanges did not accord with its long term 
objectives, it recognised “that in some cases members may be 
required for temporary per-ods to institute extraordinary measures 
jm an attempt to meet particular difficulties.” The Fund, there- 
fore, gave its sanction to the Italian devaluation proposals which 
brought the exchange of the lira nearer to its economic parity, 
although it did so by tolerating, and indeed encouraging, a free 
market in which foreign exchange rates would fluctuate and might 
be quoted at rates which gave equivalents far removed from the 
official parities. In the case of Ecuador the Fund was merely 
sanctioning long standing multiple currency practices. In the 
case of Italy, the Fund could argue that no par value for the 
lira had yet been agreed and that this left room for some elasticity. 

These particular arguments do not apply to the French case, 
since an official parity for the franc has been notified and agreed, 
and since there is no question of multiple currency practices other 
than the muktiplicity which will be provided by a fluctuating free 
market. It cannot, however, be denied that the concessions given 
to these other countries regarding the rigid application of 
the articles of agreement of the Fund set precedents which are 
likely to make any resistance to the French request extremely 
difficult to maintain. The American attitude, which for some 
time past has been in favour of devaluation of European currencies, 
is likely to approve any move which conduces to that objective 
without bothering too much about the manner in which it is 
made. The British representatives on the Fund have, it is hoped, 
been resisting the particular devaluation technique proposed by 
the French Government. They must do so for a number of 
reasons. In particular, a widely fluctuating market would under- 
mine confidence in all exchange stability, and the existence of such 
a market in France would make it necessary for Britain to tighten 
up on all its exchange controls and perhaps even consider the 
blocking of certain sterling assets. 

. * * 


Shipbuilding and the 1947 Target 


The shipbuilding target for 1947 given in the Economic 
Survey was 1,250,000 tons gross, with a large repair programme 
in addition. Its achievement, it was said, “depends upon in- 
creased output per man-year and upon adequate supplies of 
materials, fittings and other components.” Bad weather, lack of 
fuel and power, and supply difficulties early in the year led 
Ministers to hint that 750,000 tons might be the maximum 
attained. Actual tonnage completed during the year, so far as 
can yet be seen, was in the region of 950,000—a quite creditable 
figure, particularly when the large volume of reconversion work 
which has also been cOmpleted is taken’ into consideration. ‘Ton- 
nage Jaunched during the year was more than 1,200,000 10s gross, 
the returns issued by Lloyd’s Register during the year showing 
figures of 270,000 for the first quarter, 243,000 for the second, 
302,000 for the third and 390,000 for the fourth. The high figure 
for the last quarter doubtless reflects the improvement in steel 
deliveries in the latter half of the year. 

The total amount of work in British shipyards at the end of 
the year, according to Lloyd’s Register, was 2,173,361 tons gross, 
an increase of 60,692 tons over September and of 236,299 tons 
over December, 1946. Work in shipyards abroad (excluding 
Russia, Germany and Japan) amounted to 1,808,996 tons gross, 
so that the British share is 5S. per cent of the world total. The 
busiest countries abroad are France (295,389), Sweden (261,605), 
Holland (255,199) and Italy (219,122 tons gross), while Canada 
is working on 148,250 tons gross compared with only 135,852 
tons under construction in the United States. Out of eighty-four 
oil tankers totalling 742,084 tons, British yards are working on 
fifty, of 447,945 tons. The only vessels larger than 20,000 tons 
are in British yards ; six of them under construction there account 
for about 190,000 tons gross. 

Lioyd’s Register also shows that Norway and France are at the 
mothent by far the largest importers of ships. ‘The former has 







i4? 
453,000 and the latter 233,000 tons building im other countries. 
Other importers are Portugal (121,000), Argentina (97,000) and 
Brazil (64,000). Britain remains by far the largest exporter of 
ships. The total 71,000 tons building in British yards for 


f | account compares with 163,800 tons in Sweden, 133,170 in 
the Rae Gti in lnly end 70860 in The 
British figure rose from 105,000 tons in March, 1946, to 478,000 
tons at the end of 1946, and to 580,000 tons at 

last year. As many as 51 ships, totalling 146,832 tons, for 
account were begun during the last quarter, bringing the 
percentage to 30.9. This proportion : 
further ; a considerable batch of export orders has been received, 
including ships for Panama and the United States. Large orders 
for tankers have been placed by British and foreign owners. 


* * * 


Too Little Steel for Ships? 


In the light of the Lloyd’s Register figures, questions are 
naturally being asked abour the effect of the Government’s 
decision to allocate steel to the shipbuilders at a rate of 20. per 
cent less than they received in 1947- Nobody knows what stocks 
the shipbuilders or their suppliers of fittings and components 
have. Nor is it possible to say whether actual deliveries of steel 
will be more or less than allocations ; last year the shipbuilders 
received considerably. more than. they were allocated, but the 
allocations should be more efficient umder the new system. 
What is known of the steel budget suggests that there may have 
been some under-allocation for the first two quarters of 1948, 
perhaps as a deliberate precaution. 

Where are the shipbuilders’ bottlenecks at the moment ? From 
all accounts, they are not in bulk steel supplies but in other things 
—timber, fittings and small electric motors have been mentioned. 
This is borne out by Lloyd’s Register, which gives the remark- 
ably high figure of 2,173,361 tons gross for merchant shipping 
under construction—the highest for twenty-five. years. Lloyd’s 
Register itself comments that the increase “is necessarily influ- 
enced by the delays which present circumstances are imposing 
upon the completion of ships.” Many hulls, it seems, are waiting 
for mechanical and electrical fittings and for finishing work of’ a 
minor sort. The completion of such tonnage does not de- 
pend on the immediate bulk supplies of steel to the shipyards. 
It ought, indeed, to be easier; not harder, if the new steel dis: 
tribution scheme works well enough to clear the bottlenecks in 
the supplying industries. If so; shipbuilders wil! nor lose output. 

Yet. the shipbuilders’ protests are easy to understand, It is 
exasperating to be told to concenttate more on finishing tonnage 
under construction, and to be less concerned about starting new 
ships. Shipbuilders want to keep their platers, drillers and ship- 
wrights working steadily, as well as their carpenters and painters. 
They want to keep all the processes of the industry running con- 
currently at an even pace, and they will see in any attempt to 
reduce the amount of new tonnage started the sign of American 
hints or even interference—for all Sir Stafford Cripps’s denials, 
In the past year it seems that they have (in relation to the finishing 
work done) been rather over-employed in the primary construc- 
tion of hulls. They do not want to see-saw to the other extreme. 


* * * 
Discount Market Profits 


The reversal of the trend of the gilt-edged market last year— 
as a Note in these columns three weeks ago pointed out—made 
for difficult working conditions for the discount houses, although, 
of course, the effects upon them of the fall in prices is not to be 
gauged by the big slump which occurred in the irredeemable 
stocks, but by reference to the relatively moderate movements 
of the short bonds. The incidence of these changes upon indi- 
vidual houses must have been far from uniform, depending partly 
upon the structure of the bond portfolio and partly upon the date 
at which each house participated in the general expansion of 
discount market capital which the authorities permitted in 1946 
and early 1947. It is not surprising, therefore, to find wide 
variations in the profit changes disclosed by the “ Big Three” 
discount companies which make up their accounts at the year 
end. One house—the National Discount Company—r $s an 
increase in net profits (from £239,000 to £262,000) while in the 
other two cases profits are lower. The decline reported by the 


: 
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Union Discount Company is trifling, but Alexanders’ profits have 
fallen from £299,000 to £72,000. 

Ir would probably be unwise, however, to assume that these 

oure a a true a of the relative earnings experience 

houses during the year. Alexanders’ profits in 1946 

rose much more steeply (from £89,000 to £299,000) than’ those 
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wholly attributable to the fact that Alexanders had then had the 
benefit of its new capital for almost twelve months. The inference 
seems to be that in 1946 Alexanders brought into its published 
figures a bigger proportion of the large earnings of that year than 
was true in the other cases. On the other hand, it should he 
noted that the only house to show increased profits for 1947 
was the last to raise its capital—the increase was made as recently 
as last March. In all cases, investment depreciation appears to 
have been provided out of inner reserves—although the Union 
Discount Company, whose profit formula is somewhat different 
from that of the other companies, does not say so explicitly. 
Alexanders, elucidating the fall in its profits, explains that changes 
in its bond portfolio, with the object of shortening the average 
currency, were carried out on a falling market, and the realised 
losses on security sales were charged to profit and loss account. 
Each of the companies has maintained its dividend, but, for 
Alexanders, this has involved some reduction in the large sum 
carried forward. 





TT NT SS 
‘ Big THree’”’ Discount Houses 


(£ million) 
rei wl SL al HOT i) 
| Union National Alexanders | Total 
Bills* :— 
« Set UUEAG s Ph eee Cbs abe 76-8* 73-5 50-2 200-5 
FRAG ices - cnie « Ong ERs cies o hho 152-2* 102-1 $2+2 336°5 
BG oo 00440 cheese eae 146-2* 115-0 771-9 3391 
lavestmients :-— 
SD . oss pne Code paneer 69-5 15 18-7 103-8 
ONG 8 aah EAE i Ae 56-5 15-6 23-9 bs ed 
BOAT... cy n.ridiaynls Be ces tentvs eo 4 64°5 15 29-3 109-5 
Loans and Deposits :—~ 
BOGS ..... cpnvewhss soit Kame bing? « 144-7 87-9 68-2 500-8 
Mn ..cestehad conde eca tee den 205-0 116-1 102-8 423-9 
FT OR 207-1 128-3 105-1 440-5 
Capital and Reservest :— i 
RE ee 63 | 50 2-2 10-5 
RIE et alerts 253 S35 bd: 34 4:0 15-6 
aN 0% igh Gbwaewkeaas + cudene 8-3 5-0 3-9 17-2 
~# Including short-dated securities other than bills, except io the figures of the Union 
Discount Co. + Including carry forwafd. 





As expected, the balance sheets—the principal items of which 
are compared in the accompanying table—show a much smaller 
expansion than the record movement shown twelve months ago, 
Aggregate loans and deposits of the three companies rose by only 
3.9 per cent (in contrast with 41 per cent in 1946), and almost 
the whole of this movement was attributable to the house which 
raised new capital during the year. Unfortunately, neither Alex- 
anders nor the National has followed last year’s lead by the Un‘on 
Discount in segregating bills discounted from bonds, so that in 
these two cases bills are merged with other short-dated maturities. 
The combined portfolio of bills and investments of the three 
companies rose from £430.7 million to £448.6 million. A notable 
feature of the balance sheets is the large expansion which has 
occurred in bills re-discounted, indicating the growth in the 
supply of commercial paper. The Union Discount, whose re- 
discounts are the highest in its history, points out that almost 
the whole comprises inland bills, and remarks that these opera- 
tions are at such fine rates that they afford little scope for profits— 
which is even more emphatically true of the vastly greater opera- 
tions in Treasury bills. 


* x * 


More Wheat ? 


_ There are faint signs of more favourable changes in world 
grain supplies, though they are not sufficient to justify any 
opumism, The Australian wheat crop is now estimated at 210 
million bushels—an increase of 30 million bushels over the pre- 
vious forecasts, when it was believed that serious damage had 
been wrought by the rains. Under the contracts signed recently 
with the Australian Government, Britain and India were to 
Treceive an additional 5,000,000 bushels each if the harvest proved 
to be larger than 210 million bushels, and it now seems that these 
additional supplies, beyond those already sold by Australia, may 
not be forthcoming. 

No official information has been received about the Argentine 
crop, but trade estimates put it as high as 216 million bushels— 
an increase of ro million bushels over the 1946-47 crop. If this 
estimate proves correct, Argentina’s available export surplus 
should be in the region of 112 million bushels compared with 
80 million bushels last season. There -has also been some im- 
provement in the general condition of winter cereals in the 
United States, but the crop will probably mature unevenly owing 
to the drought at sowing time. 
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An addition of some 40 ‘million bushels of wheat to world 
supplies is indeed welcome, but it is not sufficient to change 
the outlook from acute shortage to plenty. . Moreover, wheat 
cannot be regarded in isolation ;.the prospects of the other grain 
food crops are equally important. Supplies of feeding grains and 
potatoes are very short. It may require bumper crops in North 
America for at least two seasons—1948 and 1949—before the 
present world shortages can be eased. The portents suggest that 
wheat will not necessarily stay at its present price of over. $3 a 
bushel, but as yet there are no signs of any break in the market. 

The most important market factor will be dollar ‘stringency, 
and the extent to which it.may be relieved by Marshall aid. The 
American authorities have purchased nearly 400 million bushels 
of wheat under the foreign relief (or “interim aid ”) programme, 
of which the bulk has already been shipped. But the critical food 
situation in Germany may cause a diversion of supplies originally 
intended for France and Italy. 

Britain’s position itself is far from favourable. It‘ seems in- 
evitable that the present potato ration will not be met in the near 
future, for there is little hope of importing large quantities. 
So far there has been no marked divefsion of consumption to 
bread. But as soon as potatoes become really scarce, bread con- 
sumption is certain to merease, and that in turn willoimpose a 
strain on British wheat stocks. In that event, available supplies 
of wheat may only just see Britain through the season. Normally 
a large part of British-grown wheat moves off the farms in the 
early part of the year, but a substantial movement took place 
after the last harvest. This wheat is presumably now included in 
the Ministry of Food’s stocks, and the “ hidden reserve” which 
remains to be drawn upon has been correspondingly reduced. 


* * * 


Buyer’s Market in Textiles ? 


Is the seller’s market in textiles coming to an end? Sir 
John Grey, in his chairman’s speech at the annual meeting of 
the Lancashire Cotton Corporation, did not seem w think so. 
Sir John observed that distributors frequently suggest ‘that the 
tide is turning, but that producets could find little evidence of it 
in their own experience of dealings ; there were still clear signs 
that the demand for cotton yarn and cloth greatly exceeded the 
supply. Certainly this is still true of cotton yarn, in which the 
Lancashire Cotton Corporation does the bulk of its export busi- 
ness. But the reports of price ‘resistance in the hard-currency 
markets for finished cloth are becoming too regular to be wholly 
ignored. In some European countries, British shirts. appear side 
by side with American, and with the products of the continental 
textile industries, in the same: shop window, and “excess of 
demand over supply” does not save the British product there 
from damaging price comparisons. Even the BBC “ Progress 
Report” on Wednesday, touching as delicately as possible on 
the marketing of British textiles in Canada, brought out the 
uneasiness there over British: prices. 

Sir Thomas Barlow, in his first annual review as chairman of 
the District Bank, has spoken this week in a more general] sense 
foc the Lancashire trade. Sir Thomas shows a lively concern 
about the factors which are pushing up production costs in 
Lancashire, and he recognises that the seller’s market will not 
continue indefinitely. Hence the need not only to ship the right 
sort of goods, but to ship them at competitive prices. He went 
on to make some observations on Japanese competition, and hoped 
(“ devoutly ”) that some control would be imposed in the peace 
treaty on the volume and price of Japanese production. More 
will be heard, no doubt, of this suggestion as the seller’s market 
nears its inevitable end. It seems, surely, to be a desperate 
counsel ; can the Lancashire trade be assured of survival only by 
imposing political controls to prevent its competitors from com- 
peting ? The international vistas which such a policy opens up 
are endless and forbidding, not least for one of the victors which 
itself depends entirely, in the long run, on its success in the 
ex trade. 

is proposal, and Sir John Grey’s statement that the Lanca- 
shire Cotton Corporation’s exports to North America are at 
present “ restricted only by our capacity to produce” come within 
a few days of each other. No market is likely to remain insatiable 
for long. And the markets for finished cloth are already becom- 
ing more critical, both of qualities and prices. 


* * * 


Manpower Distribution 


The Ministry of Labour’s report for November records a 
further rise in the total working population and in the numbers 
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reduction in the rate of wastage and an increase in the numbers 
placed directly through the Employment Exchanges. 

The most satisfactory feature of the November report is the 
continued increase in the rate of recruitment to the undermanned 
industries, which was achieved without any resort to the powers 
of direction. In fact, 42,574 people were placed in the “ first pre- 
ference ” undermanned industries, only four people were directed 
under the new powers, compared with eleven in the previous 
month. The increase of 8,000 in the textiles, although less than 
in October, compared with an average of 2,700 a month between 
January and September. Manpower in mining and quarrying 
increased by 2,000, compared with a fall of 1,000 in October. 
Although the continuing increase in the numbers engaged in dis- 
tribution is rather disquieting, there was a substantial drop in 
employment in building and in the hotel and entertainment trade, 
which was probably not due entirely to seasonal influences. 


The Ministry of Labour may with some justification congratu- 
late itself on the smooth working of the Control of Engagement 
Order. But there are two questions which it might well ask 
itself. Reports suggest that the first registration of this week of 
the “drones” has been a complete fiasco, while a fortnight ago 
it was the genuine “ barrow boys” who registered and not the 
“spivs ” who were really being sought. Have the results been 
worth all the fuss and bother about registration ? Secondly, is 
it not time that an attempt was made to get a more scientific break- 
down of the numbers engaged on manufacture for export and the 
home market ? Mr Harold Wilson, who has some experience in 
statistical returns, had some caustic comments to offer this week 
on the accuracy of the much-vaunted increases in the numbers 
employed on exports. But confirmation from such an authorita- 
tive source of criticisms which have been voiced in The Economist 
and elsewhere suggests that the present figures should be im- 
proved—or suspended. 


* *x * 


Seasonal Jump in Savings 


The somewhat better trend of National Savings in recent 
weeks was apparently sharply accentuated in the week covered by 
the latest return—the week to January roth. Gross receipts 
jumped from £14,465,000 to £24,194,000, and although with- 
drawals and encashments were rather larger, the net receipts 
amounted to £12,822,000 compared with only £3,868,000 in the 
previous week. This is the best performance since the first week 
of this financial year (when the figures were swollen by the final 
rush for the old series of Savings Certificates), and is only the 
second occasion on which the year’s target rate of £7,000,000 per 
week has been surpassed. Unfortunately, this cannot be taken to 
mean that any significant change in the savings trend is in pros- 
pect. The improvement is purely seasonal, and results very 
largely from the fact that no more than a net £500 may be credited 
to any individual savings bank account in any one calendar year, 
subject to an absolute limit of £2,000 on the total balance on the 
account. In consequence, many people whose accounts stand 
below the maximum hasten to pay in further sums up to {500 
immediately after the turn of the year—transactions which are 
plainly revealed in the fact that new deposits in the banks 
accounted for £17,674,000 of the £24,194,000 of total gross savings 
in the week in question. A further influence at this time of the 
vear arises from the substantial dividend moneys, bonuses to em- 
ployees and gifts which the recipients are paying into their 
accounts. 

In addition, there is no doubt that the savings movement for 
some two months at least has been benefiting significantly from 
the uneasiness which popular discussion of a currency exchange 
or capital levy has aroused even among those who have least reason 
for concern at the possibility of such operations—the “little” 
men who, especially in rural districts, have preferred in the past 
to keep their holdings in the form of notes. After last week’s 
indiscretion by the Government Whip (of which more is said in 
an earlier Note), it is perhaps questionable whether this par- 
ticular influence upon savings subscriptions will be as noticeable 
in future as in the recent past, for such irresponsible statements 
are calculated to prejudice most monetary forms of saving and 
are more likely to provoke a new rush for goods than the savings 
subscriptions which Mr Whiteley sought so naively to aid. Mean- 
while, despite these fortuitous aids, the net savings total for the 
41 weeks of the current financial year is no more than £129 million, 
far short of the £366 million for the full year which was “ written 
into ” last April’s budget. In the corresponding period of 1946-47, 
when the year’s target was lower, net receipts amounted to £237 
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Last Year’s New Issues 


New capital issues in 1947, Of which a full sadist is 
published in this week’s issue of the Records and Statistics 
Supplement, show that, including conversions, the aggregate for 
the year was £619 million compared with £1,660 million in 
when the figure was inflated by the issue of £418 million 2} per 
cent Savings Bonds, 1964-67, and £149 million 2} per cent Thee. 
sury Stock issued during the year. The total, excluding conver. 
sions, declined from £746 million to £527 million. Government 
borrowing, exclusive of conversions, was only £211 million, 
compared with £475 million in 1946. The figures reflect the 
fact that the Government had less need to resort to the open 
market, since it could finance itself largely from the proceeds 
of the American loan. There has, however, been an increase 
in borrowing, including “ permission to deal” operations, by the 
private sector of the economy from £204 million to £240 million, 
Borrowing by Empire countries has remained around the same 
level, at £65 million, while that of foreign countries fell further 
to £3,000,000. 

New company issues show a fall in “ permission to deal,” for 
the total excluding this item has risen from £119 million to £187 
million, while the inclusive total has risen only from £271 million 
to £299 million. It should be noted that the “ Shell” Transport 
and Trading issue to shareholders has contributed £29 million 
to both totals, although the first call on the new shares was not 
made until January 15th this year. If this issue is excluded, 
industrial borrowing for the year was on much the same scale 
as in 1946. There was a slight reduction in issues of ordinary 
capital, including conversions, from £210 million to £206 million, 
while debenture issues have increased from £18 million to £34 
million and preference issues from £34 million to £58 million. 

Fluctuations in capital issues always follow the course of stock 
exchange prices. The flow of conversions went on unabated until 
it was frozen by the fuel crisis, and it never recovered thereafter, 
despite the attempts of the authorities to revive it. A dearth 
of activity followed until the late autumn when a revival gathered 
pace until the closing stages of the year. The capital require- 
ments of industry have apparently been met in this phase from 
its own liquid resources or from increased borrowing at the banks, 
The tax on bonus issues has certainly been a restraining factor on 
new issues to shareholders. The scope for capital expenditure has 
been further narrowed by physical shortages, but, so far, the re- 
direction of investment has not revealed any obvious change in 
pattern, although the Capital Issues Committee has been working 
to its new instructions for some months. 


* * * 


Electricity Stocks and Nationalisation 


Home rails are now a thing of the past, and the investor's 
attention has recently been turning to other nationalisation 
counters, including road passenger companies’ shares, gas, and 
electricity stocks. With the exception of the former (to which 
reference was made last week, the scope for active dealings 
seems to be quite limited—unless, indeed, compensation for 
the gas undertakings is based in the forthcoming Bill on main- 
tainable net revenue, as is suggested in some quater, In the 
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case of electricity stocks, however, there appears to be no > oppor- 
tunity for cheap backdoor entry into the gilt-edged market on the 
lines practised by many buyers of home rail stocks during the 


last three months of 1947. There are, to be sure, some uncer-_ 


tainties about the precise amount of compensation payable in 
cases—the 
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THE BANK 
IS INTERESTED. 





It isinterested in its customers, in their 
affairs and in their business ventures; 
it is ready, by direct assistance and 
friendly counsel, to help those affairs : 
forward, for it recognises that the pros- f 
perity of the Bank is to be found in the 
prosperity ofits customers. It is, there- 
fore, good business to keep in touch 
with your Bank. The Manager at any 
branch of the Westminster Bank will 
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TRADE WITH 
THE RAST 


THE CHARTERED BANK OF INDIA, AUSTRALIA 
AND CHINA provides a complete banking service, 
backed by nearly a century's first-hand experience 
of Asiatic economic conditions, for every financial 
operation connected with TRADE, INVESTMENT AND 
TRAVEL IN THE EAST. The Bank’s branch system, 
under British management directed from London, serves 
INDIA - PAKISTAN * CEYLON « BURMA 
SINGAPORE AND MALAYAN UNION 
BRITISH NORTH BORNEO AND SARAWAK 
INDONESIA * FRENCH INDO-CHINA * SIAM 
THE PHILIPPINE REPUBLIC 
HONGKONG * CHINA « JAPAN 


Merchants and Manufacturers planning to establish, 
renew or extend business relations with the East 
are invited to consult the Managers in London 
or Manchester. 



































Head Office : 38, BISHOPSGATE, LONDON. E.C.2 


Manchester Branch . - 682, Mosley Street, Manchester, 2 
West End (London) Branch- 28, Charles I Street, LONDON, 8.W.1 


New York Agency oa ee - 65, Broadway, New York 


Associated Banking Institution in India-The Allahabad Bank Ltd. 
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ing companies) by reference to the Stock Exchange value of their 
securities on given = but, unlike the Transport Act, it does 
not provide a schedule ices to be paid to the stockholders. 

It is, nevertheless, to make some estimate of the rela- 
tion between present prices of representative electricity stocks and 
their prospects for compensation. In the accompanying table 
(which is largéfy reproduced from a recent list of stocks on offer 
by a leading firm of dealers in the electricity share market) the 
offered prices of six electricity stocks are compared with the esti- 
mated take-over prices, calculated in accordance with the terms of 
the Act as far as available information serves. The current prices 
of the electricity stocks are then transcribed into equivalent prices 
for British Electricity Stock, taking account of the value of the 
final dividend for 1947 and allowing for the cost of buyers’ com- 
mission and Stamp Duty. On the assumption that the new stock 
is issued at par, the discounts represented by present prices for 
these stocks now on offer range from a mere one-eighth to 1}. 
Since Transport Stock itself stands at 2 discount, it is evident 
that electricity stocks, at their present prices, are hardly com- 
petitive with gilt-edged. 


* * * 


Ceylon Asks for More 


The Ministry of Food’s offer to the Ceylon Government 
for a tea contract for 1948 has been rejected. The Ministry 
agreed to increase its buying price by 2d. a lb. but for a limited 
term of only one season. Last year, the price was raised by 
3d. a Ib. to induce an adequate offer of supplies from producers ; 
in addition a sliding scale allowance was introduced to cover 
changes in direct labour costs. Britain also agreed to pay the 
export duty of 7d. a lb. The response, however, was disappoint- 
ing and only 100 million lb. was tendered out of a total of 150 
million Ib. Those producers who preferred to take the risk of 
selling their tea at the Colombo auctions were better off for 
“free” prices averaged at least 4d. a Ib. more than the Ministry 
of Food’s tender price. The new offer, therefore, may not seem 
very tempting, yet producers represented by the Ceylon Associa- 
tion were prepared to accept the price provided that all the other 
clauses of the contract remained unaltered. Their tentative 
acceptance now becomes ineffectual, owing to the Ceylon Govern- 
ment’s rejection of the proposal. 

Both the Ministry of Food and the Ceylon Government have an 
eye on the Netherlands East Indies. Tea production in that area 
has not recovered, but it is possible that exports may begin to 
show some expansion towards the end of 1948. These increased 
supplies might constitute a threat to the stability of the Colombo 
market, and the Ceylon Government is therefore anxious that 
the Ministry of Food should offer a longer term contract, prefer- 
ably for three years. The Ministry on the other hand, realises 
that any long-term contract for large supplies would effectively 
neutralise Indonesian competition, If no agreement is reached, 
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Ceylon may josist se. on all domestic teas passing 
Colombo which would force Britain 

with Ceylon i 


as a buyer. ae m 
but time appears to be on the side of the British consumer, —. 
x * * 


Bridging the Trade Gap 


The gross trade deficit for 1947—the year first of disappearing 
fuel and then of Sees, dollars—amounts to {£591 million, 
equivalent to a net deficit of £420 million, after allowing for 
the cost of freight included in the value of imports. In the 
absence of multilateral trade, however, the crucial factor is ‘the 
adverse balance with those countries whose currencies are 
Britain’s gross deficit with Canada, the United States and Argen. 
tina—the three main hard currency markets—amounted to {£48 
million for the eleven months up to November. This figure 
indicates the gap which British exports must fill in hard currency 
markets. 

Total imports in 1947 reached £1,787 million c.if. compared 
with the original programme of £1,450 million f.o,.b.—an increase 
of about 10 per cent over the planned figure. Food, drink and 
tobacco totalled £805 million, raw materials £560 million and 
manufactures almost £400 million. Unfortunately it is not possible 
to make a direct comparison with the planned import programme, 
as the method of grouping the various items differs. Nevertheless, 
it seems that imports of manufactures were far larger than was 
originally intended. The volume of retained imports was probably 
only 80 per cent of the prewar figure, compared with 69 per 
cent for 1946, although in value it was double that of 1938. 

Export recovery was seriously hampered by the winter fuel 
crisis and no marked improvement became apparent until the 
summer months. There has, however, been a steady rise in the 
value of exports since August culminating in December in the 
highest daily rate yet recorded although it was inflated by the, 
Christmas parcel post. Total exports for the year were valued at 
£1,137 million, compared with the planned figure of £1,200 
million. The discrepancy would in fact be greater but for the 
rise in export prices. The first target set for 1947 was 140 per 
cent of the 1938 volume to be reached by the end of 1947. The 
December volume of exports was in fact 120 per cent of 1938 and 
that for the fourth quarter 117 per cent against 114 per cent for 
the previous three months and 111 per cent in the last quarter of 
1946. Last autumn, however, the end of year target for_1947 was 
postponed to mid-1948 so that industry has a six months’ respite 
in which to expand output and to reach the export target. 

Exports of manufactures last year amounted to £999 million, 
and accounted for 88 per cent of the total. Shipment of 
machinery formed the largest single group, with a value of £181 
million followed by vehicles (£168 million), iron and steel 
million), cotton goods (£78 million), chemicals (£67 million) 
wool goods (£58 million). On a value basis, the major brunt of 
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in the Records and Statistics Supplernent, Notes on the following company 
F. W. Woolworth; Raleigh Industries; 
British Tyre and Rubber. 


British American Tobacco; 
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the export drive was shouldered by the machinery and vehicle 
groups ; both showed a very large expansion over 1946. Exports 
of textiles also improved significantly during the year, but their 

is still small and a tenfold expansion in 1948 appears to 
be contemplated. Let ; : 

The chief markets for British machinery were (in order of 
importance) India, South Africa, Australia and Russia ; together 
they took 36 per cent of the machinery exports. Vehicles 
went mainly to South Africa, India and Argentina, and iron ana 








British TRADE 
(£_million) 
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Imports Exports 

1938 | 1946 | 1947 1938 | 1946 1947 

Food, drink and tobacco.. | 430-1 | 637-5 | 805-4 | 35-9 | 63-7 | 64-7 

Raw materials .......... 248-2 | 3902 | 559-8 | 56*9 33-0 | 42 

Manufactures .......0005 233-5 245-3 399-4 35°35 789-1 998-9 

TE 5 ink Loe sophie UT | 28-0 | 229 | 12-7 28-9 | 39-3 

Tidsskr 919-5 |1,302-0 |1,787-5 | 470-8 | 914-7. | 1,137-2 
Volume Index ......es0s 100-0 | 68-6 


80-0" | 100-0 99:0 | 108-0° 


* Provisional. 
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steel to South Africa and India. There is, despite these occasional 
glimpses of encouragement, no cause for complacency about the 
improvement in exports. Last year, 36 per cent of Britain’s 
imports came from the United States, Canada and Argentina, 
and they comprised mainly vital foodstuffs and raw materials ; 
but only 11 per cent of Britain’s total exports were shipped to 
these three markets. Until multilateral trade can be restored, it 
js this balance which must somehow be equated. 


x * * 


Speculation in Platinum 


Platinum, which enjoyed a steep rise in 1946, and reacted 
to {14 per troy ounce last summer, has recovered to £17 in 
recent weeks. This rally, which originated in the United States, 
is due partly to restocking by the American jewellery trade, to 
purchases by hoarders, and to the drying up of Russian shipments. 
The recent demand by the American jewellery trade should 
contract with the passing of Christmas. The complete stoppage 
of Russian shipments since last July—United States imports from 
the Soviet Union reached 178,700 ounces in the preceding 18 
months—was solely due to the fall in prices. Shipments might 
be revived if the market continued strong, but whether the present 
or even higher prices can be sustained, depends almost entirely 
on speculative demand. : 

Since the end of the war, speculative buying of platinum has 
been strong and it has been stimulated further by the contraction 
of the “free” markets for gold and silver since last summer. 
The hoarding of platinum at £17 per ounce undoubtedly entails 
considerable risk, yet the metal appears to have many friends 
among area speculators, There is, indeed, some danger 
that dealings in platinum might develop into a largely speculative 
market. This tendency is being watched by platinum producers 
with some corcern. The International Nickel Company of 
Canada, the world’s largest producer of platinum metals, has 
endeavoured for some time to prevent supplies from falling into 
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the hands of the speculative trade, and at- the recent. annual 
meeting of Johannesburg Consolidated (which has large invest- 
ments in Rustenburg Platinum) the chairman referred to the 
unpopularity of the price fluctuations amongst industrialists, from 
whom, te added, a normal and stable demand ultimately stems. 

Unfortunately it appears from the latest United States Bureau 
of Mines statistics, that sales to the chemical and electrical indus- 
tries, the two largest users of platinum, have already suffered 
from the exaggerated movements and the high level of prices. 
Owing to the heavy expansion of world production during the 
past fifteen years, the platinum industry requires steady expansion 
in industrial demand. Wartime experience appeared to provide a 
sound foundation for such an expansion but for the present, at 
least, there is a threat that buying by speculators may prevent it 
from being realised. 


* * * 


Central London Assented 


A necessarily truncated account of the position of Central 
London Assented stock, which appeared in a Business Note in 
last week’s issue, appears quite innocently to have caused some 
confusion. The note-attempted to define the limiting cases which 
might be used in valuing the stock, and it should have included 
a reference to the understanding which the trustees submitted to 
the Minister of Transport last year about the future payment of 
guaranteed interest, which was described in The Economist of 
April 26, 1947. To clear up any uncertainty, it should be recalled 
that, since the Minister did not dissent from their memorandum, 
the trustees assume that the Transport Commission will continue 
to guarantee the full 4 per cent interest on Central London 
Assented Stock, until Transport Stock itself is repaid—at latest 
by 1988. The Commission’s liability (which has not been formally 
admitzed) will not run beyond that date. 


Shorter Notes 


The Northern Ireland Road Transport Board have reached 
agreement with the directors of the Belfast and County Down 
Railway Company on a proposal for the purchase of the com- 
pany’s undertaking. The acquisition, which is subject to the 
approval both of shareholders and Parliament, is in pursuance of 
the White Paper policy to secure the merger of the principal rail- 
way undertakings in Northern Ireland with the Board. The agreed 
consideration will be £485,989 payable in cash. It is intended that 
a procedure for obtaining the agreement of the shareholders for 
the distribution of this sum will be written into the Bill to be 
introduced to Parliament later in the year ; in default of agreement 
being reached a scale of compensation has been fixed for the seven 
classes of the company’s stock ranging from {67« per cent for 
the ordinary to {100 per cent for the 3 per cent baronial 


guaranteed stock. 
. 


Coal output for the week ending January 17th was 4,116,000 
tons and deep-mined production topped the 4,000,000 ton level 
for the first time since before Christmas. Among the 20,8co 
recruited to the industry in the last quarter the proportion of 
juvenile entrants and ex-servicemen returning decreased while the 
proportion of new entrants from other industries and from 
residential training centres was considerably greater than a year 
ago. 
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MIDLAND BANK LIMITED 


PROGRESS TOWARDS REALISM 
NATION RISING TO THE OCCASION 
LORD LINLITHGOW’S REVIEW 


The annual general mecting of the Mid- 
land Bank Limited will be held, on the 30th 
a at the Head Office, Poultry, London, 

The following is the statement by the 
chairman, the Most Hon. the Marquess of 
Linlithgow, K.G., K.T., on the report of the 
directors and balance sheet for the year to 
December 31, 1947. 

In national affairs, 1947 has been a vear of 
progress in the sense that it has brought a 
more realistic appreciation of the resources 
and potentialities of our country. To-day, 
two-and-a-half years after the end of the fight- 
ing, we have clearer insight into the effects of 
war and the toll it took of our energies and 
inner resources. We emerged more exhausted 
than we then knew, and correspondingly 
more receptive to easy optimism abcut the 
immediate future.’ I beheve it will be re- 
corded that the period since then was marked 
by progressive enlightenment as to the facts 
of our situation, by the formation of more 
sober views cf the tasks before us, and by the 
resurgence of a characteristic determination 
to overcome the difficulties in the way of full 
economic recovery. We have been living 
through a phase of readjustment, both 
material and psychological ; and it is because 
we are seeing our problems more clearly, and 
showing ourselves readier to take the measure 
of them, that we can look back upon an 
eventful year with considered satisfaction, and 
forward to the promise of better times in 
years that lie ahead. 

The first step towards solving a problem is 
to see it clearly, to assess its magnitude and 
io visualise its implications, and here a 
marked advance can be recorded ; for hardly 
anyone now dissents from the view that the 
post-war programme of reconstruction and 
improvement had outrun the nation’s 
resources, human, material and financial. The 
seemingly almost miraculous achievements of 
war had led perhaps to over-estimation of the 
effort that could be sustained when the 
extremity of peril had been passed.” Possibly, 
moreover, the assistance extended by the 
United States and Canada—essential to any 
plan of full economic recovery—had made the 
task appear less gigantic than in fact it was, 
having regard to the inroads made by the war 
upon our physical capacity for production and 
cur external financial assets. However that 
may be, the facts are no longer in dispute ; 
and they have enforced a review of plans and 
programmes to bring them within the com- 
pass of the nation’s powers and assets. 
Important steps have been taken towards 
equilibrium between total demands, as 
expressed in monetary terms and in capital 
plans, and the. physical availability of 
materials, labour and productive capacity. 


THE “ CRISES” OF 1947 


Let me remind you of events which laid 
bare the lack of balance in our situation. 
The record of the year is marked by two 
“crises” both of which, in their own ways, 
brought to a focus the stresses m our over- 
strained ss wa criSis, se ge it 
was precipitated largely an unusual com- 
‘ bhinatens of adversity beyond harmaa, control, 
would not have hecome acute but for defi- 
ciencies, thus made ‘uncomforta’ 
in generating capacity and transport equip- 
ment—both due to the postponement 
the war of renewals and’ expansion i 


ordinarily would have Been tndértaken year 


by year. At the same time, the crisis brought 


bly manifest, © 


recognised the prime necessity, for economic 
revival, of a larger coal output. It showed, 
too, that the condition of “ tull employment” 
indicated by the usual statistical measures 
was tO some extent deceptive, in that there 
was much concealed unemployment in the 
form of widespread, irregular standing-by of 
workers in the factories. This condition was 
not, as some of our friends abroad have been 
prone to think, a sign “that the people of 
this country are work-shy”—an inference 
which a leading industrialist stigmatised as 
“entirely and absolutely wrong ”—but rather 
a consequence of the fact that we are still 
some way off the establishment of a regular 
rhythm in industry. The crisis and its after- 
math demonstrated how impossible it is to 
set that rhythm in motion and maintain it 
while stocks of materials, components and 
fuel remain extremely low, subjecting 
industry, particularly in its more complex 
branches, to frequent sectional stoppages 
through lack of regular co-ordination of the 
contributory streams of supplies. The results 
are by no means confined within the bounds 
of our own economy, for they spell restricted 
output per head and, as always happens when 
industry is forced to “scrape the bottom of 
the barrel,” they have a depressing effect 
upon the quality of the product. 


Similarly, the “ convertibility crisis,” while 
it brought to a head a number of factors pre- 
venting the maintenance of a particular obli- 
gation under the terms of the American loan 
agreement, was perhaps more significant in 
that it brought into sharp relief the magni- 
tude of the deficit on the balance of pay- 
ments. Hitherto the extent to which we 
were failing to support ourselves had been 
disguised by the availability of the credits 
from the United States and Canada; the 
problem of establishing equilibrium had 
seemed to be rather remote from the concern 
of ordinary people and more or less unrelated 
to internal economic and financial problems. 
Here again, the crisis showed that the 
effectiveness of the credits in aiding the 
re-establishment of a healthy balance of 
payments had been seriously curtailed by 
influences beyond our control, such as the 
marked rise in the dollar prices of many of 
our imports. It was a reminder, too, of the 
disproportionately heavy burdens this country 
had accepted, with a resultant drain on dollar 
resources, in the maintenance of large armed 
forces and other items of expenditure in the 
Middle East, Germany and elsewhere. But 
the crisis showed also that the disappointing 
rate of movement towards cquilibrium was 
largely to be traced to conditions in our own 
economy. It became apparent “that one 
general reason why we were not within sight 
of exporting enough to pay for our imports 
was that we were trying to do too much with 
limited resources of manpower, materials and 
capital equipment. 


UNBALANCED DEPLOYMENT 


On both occasions, then, crisis threw a 
blazing new light on facts which might 
otherwise have remained hidden from general 
observation, _On the monetary side, although 
the forces of inflation had been held in check 
by direct controls, subsidies and other means, 
it Came now to be more generally understood 
and admitted that essive upward adjust- 
ments in the costs of many goods and services 
signalized) a centinued excess of spending 
power over the flow of supplies coming on to 
the market. Behind the symbols of “{ s. d.,” 
however, the two-crises, so different in back- 
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ground, emphasised the. un) 


ment of the country’s manpower, which } 
itself was wasteful ahd diminished the Doten. 
tiality of * full employment.” The facts wen 
not new ; but until 1947 they were ineut 
ciently recognised in the shaping of fatigy 
policy. In some ways, as by the sm 
number in the distributive trades t 
prewar times of under-employment, the 
in the distribution of manpower had 
favourable in terms of reconstruction 
In agriculture, moreover, the acuteness gf 
the labour shortage had been hidden by the 
employment of many thousands of Prisoners 
of war—a labour force now quickly diminish. 
ing. On the other hand, the number of meg 
in the forces was, and still is, far greater 
before the war; the raising of the 
leaving age has reduced the natural inflow 
into employment; and the incidence ¢ 
conscription is psychologically unsettling’ t 
many young men at the crucial point of stam 
ing out upon their careers. Then i 
the enlargement of the social services a the 
wide range and detailed application of the 
controls require the continued engagement of 
far larger numbers of government employees 
It must be added that the controls are bound 
to make larger demands upon clerical and 
administrative staffs in private business; ig 
our own overseas branch, for example, a 
increase of staff over the prewar number 
been unavoidable because of the weight of 
work resulting from exchange control. Ths 
the redistribution of manpower has to some 
extent offset the enlarged capacity of 
British people—enlarged, that is to say, | 
the natural growth of the number 
formerly accepted working-age limits—for 
producing goods and services which can be 
sold abroad to pay for imports, or applied t 
restoring their standard of living or to im- 
proving their economic and social r 
such as generating stations and houses, 
underlying shortage of labour in basic in- 
dustries, particularly coal, agriculture and 
textiles, has been a constant drag on recovery 
efforts in all directions, but how seriously the 
maldistribution of labour was impeding pro 
gress was not widely recognised uatil 
crises yielded knowledge and underst 
through actual discomfort or prospective 
hardship. 


Experience and observation have brought 
home to al! of us the simple but easily forget- 
table fact that our standards of living are in 
the end governed by our actual productive 
performance ; the one must decline if th 
other be not raised. It has, further, come to 
be more widely understood that, somehow 
or other, unceasing adjustment has to be 
made of the allocation of the product of im 
dustry between current consumption, includ 
ing exports to pay for imports, and capital 
renewal! and improvement ; the two rogether 
cannot indefinitely overstep the limits @ 
our productive power. These are the cardinal 
lessons of the crises, and the facts are worth 
recounting, not in order to bemoan our hard 
ships or to make any claim to wisdom afte 
the event, but to show how inescapable facts 
have forced us to take afresh the measure ¢f 
our resources, and in using them to makea 
more realistic choice between desirable ends, 


This is not the place to record or comment 
upon the many corrective measures taken, if 
the light of the crises, with a view to adap 
the physical controls to the needs of 
situation as seen by His Majesty's Gove 
ment. Many of them, in the field of rati 
ing for instance, are familiar to every one 
us. Many of them, no doubt, are as h 
disliked by those who apply and enforce 
as by those who have to put up with 
more unpi¢asant manifestations. To pass ¢ 
however, without noticing some recent indu 
trial achievements would be to ignore one 
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the most ing features in our 
situation. “I ‘in mind such items as 
bigger of coal output, the 


“s of steel ana am. the Lace 
women in the textile factories, the strem 
effort of transport workers to quicken 
turn-round of wagons, and the innumef 
adjustments of working conditions to 
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the peak of demand on electrical capacity. 
Many other facts could be cited to show how 
vigorous and sustained effort and ingenuity 
are putting into the productive system the 
momentum that is required to carry. it 
through to a high level of continuous activity 
and smoothly operating efficiency. 


FINANCIAL AIDS TO READJUSTMENT 


Beyond this reassuring observation, I con- 
fine myself to the financial counterpart of the 
measures taken on the side of production and 
consumption. Figures indicative of an ex- 
panding flow of incomes, and massive totals 
of capital disbursements, all are illusory if 

ds and services are not made available 
in proportion to the effective demands they 
set up. Remembrance of the disastrous con- 
sequences of active monetary deflation after 
the first world war has made people rightly 
suspicious of financial proposals which, while 
presented as measures to combat inflation, 
might lead on to positive deflation ; and thus 
it has generated an understandable reluctance 
to adopt any measures of financial restraint, 
even though the widely different basic con- 
ditions ruing today might in themselves 
demand some system of orderly postpone- 
ment of particular classes of outlay. More- 
over, restrictive financial measures are habitu- 
ally thought of, even now, as being associated 
with high interest rates, whereas “ cheap 
money” has been insisted upon in order to 
ease the burden of the enlarged national debt 
and to aid in financing housing and other 
necessary capital projects. Too often it is for- 
gotten that, in our modern monetary system, 
high interest rates are not the only method, 
nor even an indispensable part of the tech- 
nique, for restraining the use of purchasing 
power. Indeed, it has been shown in the 
past that they are capable of inducing a 
thoroughly irrational order of priorities among 
capital projects. ; 

Of the two crises of 1947, the second was 
financial in its manifestation, but the mere 
suspension of convertibility and the reimposi- 
tion of more stringent exchange controls 
went only a small part of the way towards 
correcting the underlying lack of balance. 
May I quote to you a wise observation con- 
tained in the report of the Degeaeeeers 
Exchange Institute: “The relaxation 
exchange control,” it says, “is possible only 
in a healthy financial economy in which 
equilibrium is established: between the mone- 
tary level, production, consumption, savings 
and investment. . . . It would therefore be 
a dangerous illusion to hold that exchange 
control can operate to support a currency 
instead and in place of a rigorous budgetary 
policy and of a credit policy designed to 
adjust investment to savings.” Happily, here 
too some progress can be reported, though 
many people would have wished to see a 
much more rapid advance towards equi- 
librium. The urgency of the problem has 
been heightened by the sharp diversion of 
the flow of goods from the home market into 
export trade and by the reduced availability 
of external credit resources, both of which 
increase the severity of the measures required 
to restrain the activity of purchasing power in 
the home market. : 

From this point of view it is in some 
degree reassuring that over the past year the 
volume of bank deposits, though snll expand- 
ing, did not grow at the pace recorded in 
1946, while the amount of currency in circu- 
lation actually declined. It has to be added, 
however, that there is no sign so far of any 
diminution in retail spending by the indi- 
vidual consumer; meanwhile prices have 
been rising, and the volume of new saving 
out of personal incomes—even if we allow for 

s of saving, as through life insurance, 
not included in the usual figures—has been 
smaller than had been counted upon earlier 
in the year as a contribution to financial 
stability. It is too early to judge the full 
effectiveness of measutes taken since the 
convertibility crisis, but they are undoubtedly 
Working in the right direction. On the 

etary side, current revenue and expendi- . 
ture figures have a far healrhier appearance 


than a year ago, so that anxiety has come to 
be concentrated upon “below the line” 
expenditure, or, broadly “peaking, the dis- 
t of capital funds from Government 
sources. Hence the importance of the cutting 
down of capital programmes, a process 
designed om the one hand to bring the 
quantitative plans within the compass of the 
available physical resources, and on the other 
to avoid the dissipation of scarce resources 
through compeutive capital expenditure. 


CUTTING DOWN CAPITAL FROGRAMMES 


_ This 1s a task requiring the utmost objec- 
tiveness and wise discretion in deciding which 
projects shall go forward and which be 
deferred. Physical controls, like the licensing 
of building proposals and the adjustment of 
the programmes.of Government departments, 
local authorities and other public bodies, have 
their place; but on the financial side, the 
new principles laid down for the guidance 
of the Capitals Issues Committee will need to 
be observed with a high sense of responsi- 
bility by private industry, on whose appre- 
ciation of the national interest the Govern- 
ment explicitly relies. Each of the banks, 
too, will have a difficult task to perform in 
deciding, as requested by the Chancellor of 
the Exchequer, whether in any particular case 
credit should be withheld on the basis of its 
interpretation of the Government’s statement 
of policy. Much is gained—and the Govern- 
ment has shown in practice its lively recogni- 
tion of this fact—both in administrative 
efficiency and in co-operation between 
Government and business, by keeping private 
enterprise informed, in plain and up-to-date 
terms, on at least the broad lines of official 
policy in the exercise of its discretionary 
powers. The rest depends to a large extent 
on loyal observance of rules laid down in 
the interests of national recovery. 

In these various ways, then, the financial 
side of the nation’s business, both public and 
private, is being brought into closer con- 
formity with productive realities. The task 
is rendered the more urgént because of the 
obstructive secondary effects of some of the 
very restrictions on capital work which the 
stringency of our circumstances entails, for 
example, the deferment of some sorely needed 
replacements and repairs on the railways. 
The transfer of resources to the more urgent 
projects, moreover, can hardly fail to leave 
some capital works unfinished with resultant 
deterioration. Hence we come back to the 
inescapable conclusion that the solution of 
our difficulties is to be found only to a 
subsidiary extent in financial measures, im- 
portant though these in themselves may be. 
However successfully and speedily the finan- 
cial elements may be shaped to conform with 
current stringencies, the triumph over our 
present troubles still has to be gained through 
wisdom and enterprise in the. management 
of our industrial affairs, both public and 
private, and through steadily increasing pro- 
ductivity on the part of the individual worker, 
stimulated by a clear vision of national 
necessity in terms of individual welfare, aided 
by progressively improved equipment, and 
encouraged by gradually fructifying incen- 
tives. There is no other road to prosperity 
but by way of maximising, in terms of output 
of goods and services, the product of what 
has alwavs been our greatest asset—the in- 
dustry, the sense of responsibility and the 
inexhaustible resourcefulness of the British 
people. 


THE ULTIMATE DETERMINANTS 


Alongside the progress recorded in our 
domestic arrangements, encouraging signs are 
visible in the international field—where our 
problems are of more immediate urgency— 
inasmuch as plans calculated to support our 
own efforts are coming into practical opera- 
tion. Once again, Great Britain has had cause, 
in her latést emergency, for unmeasured 
thankfulness for the practical goodwill of 
British countries overseas ; while Britain’s 
determination still to be great, in spite of all 
difficulties, is demonstrated by the farseeing 
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projects now launched for economic de 
ment and. social improvement in 
territories.. Further afield, the assistance of 
the International Monetary Fund has already 
been enlisted, while the work of the Inter- 
national Bank has indirectly contributed to 
expanding possibilities of recovery. The 
international trade agreement is designed to 
the restrictions upon commerce, and 
in particular to give wider opportunities, to 
countries within the sterling area among 
others, of enlarging their current earnings 
of hard currencies. The multiple clearing 
agreement between important European 
trading nations is a step towards expanding 
interchange of goods and services to t 
common benefit. The fact that the Marshall 
Plan is steadily taking shape and has come 
into partial operation presents a magnificent 
opportunity for a co-operative effort directed 
to the reinforcement of European economies 
in general, This last grand concept, however, 
cannot be fully effective unless the countries 
receiving help live up to the moral obliga- 
tions accepted by them in the early stages 
of drafting the plan. 


RECOVERY DEPENDENT ON NATION’S OWN 
EFFORT 


We are thus brought back to the fact, 
which cannot be too often repeated by cur- 
selves, that our recovery depends finally upon 
our own efforts. No one can save us if we 
lack the will to save ourselves And it is just 
here that the territory of economics merges 
into that of human capacity and human 
behaviour. It has often been noted that the 
British people are at their best in moments 
of the gravest emergency. The enemy with- 
out is readily identified, and the response to 
his assaults has never been found wanting. 
But the enemy within is more subtle and 
far less readily repulsed. I believe that, how- 
ever wide may be the issues that divide us 
in the realm of economic and political con- 
troversy, the real and ultimate struggle is on 
a moral and ethical plane. It is at this level 
that the decisive issues are raised and settled, 
and it is because I see behind the recorded 
events of the past year a trend towards a 
favourable outcome of this fundamental and 
never-ending struggle that I am prompted 
to describe 1947, admitting all its trials and 
disappointments and with no desire to mini- 
mise the difficulties. that still confront us, 
as a year of solid progress. In the end it is 
character that counts, and the past year has 
provided cumulative evidence that the British 
people is once more risiag to the occasion, 
prepared to exert itself yet again, in a 
thousand ways, to plant its own feet upon 
firm, unassailable ground and to play its part 
in aiding others to establish the foundations 
for a new advance. . 


THE BANK IN 1947 


The data circulated with the annual report 
call for a few comments, chiefly by way of 
supplementary information. First as to the 
profit and loss account, the enlarged re- 
sources at our disposal and the increased 
demand for advances would by themselves 
have brought about an increase in our net 
profit. In fact, however, staff and other 
charges continued to grow, and the amount 
claimed for the Exchequer was increased by 
the higher rates of profits tax imposed by the 
autumn budget. The outcome is a net profit 
which differs by only a small sum from that 
for 1946. Out of it we pay the regular divi- 
dends ahd make two appropriations. As to 
the first of these, much remains to be done, 
since work is inevitably postponed, to put our 
premises in good order after the damage and 
deferred wear-and-tear of the past eight years 
and in view of the continued upward tren 
of building costs we think it advisable to 
apply something more to the bank premises 
account. Secondly, although past provisions 
have been more than ample to cover the 
amounts of depreciation over the past year in 
our holdings of various Government securi- 
ties, it, is. unquestionably prudent 10 
strerigthen the position still further against 
any future similar movements, or other un- 
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foreseeable adversity, by making a further 
addition to the reserve for future contin- 
gencies. 

A feature of last year’s figures, as already 
recorded, was the rising trend of advances, 
the great bulk of which consist of accommo- 
dation to industry and trade. The increase 


is well spread both g phically and 
according to the business of the borrower 
and our consistent regard for the needs of 


the smaller customer is shown by the fact that 
the number of advances has risen in roughly 
the same proportion as their total amount. 
As a comment on official statements regard- 
ing the charges for advances to farmers in 
particular, no one, whether a farmer or any- 
one else, pays to this bank an interest rate as 
high as five per cent. on his borrowing. 


EXPANSION OF OVERSEAS BUSINESS 


In my statement a year ago I described at 
length the expanding activity of the overseas 
side of our business. During the past year 
this development has continued, notwith- 
standing the upheavals in international finan- 
cial relations and the sharp contraction in one 
section—that concerned with foreign travel. 
Provisions concerning securities in the new 
Exchange Control Act entailed an exception- 
ally large volume of work ; but, more impor- 
tant in the long run, the disturbances asso- 
ciated with the partial breakdown of 
“ convertibility ” of sterling did not check 
the remarkable post-war growth of world- 
wide resort to London bankers’ credits. 
Meanwhile our activities in support of export 
trade have been still further developed. The 
pre-war shipping department of the Ovei- 
seas Branch has been reopened and is 
handling, by special means ensuring utmost 
prompitude and security, a growing volume 
of transactions on behalf of customers, such 
as remittances to foreign ports to cover ships’ 
disbursements, for bunkering, canal and 
harbour dues and so forth, and the issue of 
guarantees and bail bonds with regard to 
collisions and salvage. To the foreign trade 
information service has been added the avail- 
abiliry of specially trained experts who are 
prepared to visit customers in any part of 
the country to discuss with them financial 
problems which they may have encountered 
in the expansion of their trade with markets 
abroad. Besides the permanent branches of 
the bank in Atlantic liners and now at prin- 
cipal airports, we have been represented at 
various trade exhibitions and fairs by, among 
others, officials well versed in matters of 
international trade finance and able to discuss 
problems with foreign visitors in their own 
languages. We continue to welcome man 
bankers and other business men from a 
particularly at our Overseas Branch, and since 
the war we have resumed the practice of 
giving training to students from abroad, who 
come to us, usually for six months, under 
nomination from foreign banks. We regard 
ourselves as privileged in thus having many 
varied opportunities of making more widely 
known the services and methods of English 
banking. We regard it, moreover, as a pri- 
mary duty to make every possible contribu- 
tion to the success of the national campaign 
to put the country’s balance of payments on 
a firm and lasting foundation. 


EXECUTOR AND TRUSTEE COMPANY 


. The expansion of the business of our 
Executor and Trustee Company, which also 
I described a year ago, is continuing on a 
remarkable. scale. ing the past year a 
subsidiary company has been established in 
the Channel Islands to meet the special needs 
of customers there under the laws of Jersey 
and Guernsey, and we have ample evidence 
that this enterprise wag warmly welcomed. 
Further, our affiliated bank in 
Ireland, 


the Belfast Banking Company, has 
established a subsidiary Executor and 
Trustee » So that similar facilities 
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An important dev t has been the 
modernisation of the i ive structure 





of the Belfast Banking Company. The com- 
ition of the new board of directors, with 
Alanbrooke as chairman, preserves full 
local autonomy while incorporating repre- 
sentation from the Midland Bank, and con- 
tinuity is assured oy the appointment of the 
three former directors as managing directors. 
Our two Scottish affiliations have gained still 
further in strength and activity during the 
past year, and I would like to take the oppor- 
tunity, based u my own observation, of 
congratulating all our affiliated undertakings 
on the maintenance of a uniformly high 
standard of service to the public. 


TRIBUTE TO STAFF 


It remains only for me, in my capacity as 
a representative of the shareholders, to say a 
word of appreciation of the fine work of our 
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staff. Through them the public are giv 
a continuing, highly efficient service. . 
matters satisfaction should never allow a+ 
stand still, and it is in accord with our dete 
mination 10 keep up with modern requis 
ments that we shall shortly be opening a nes 
residential training centre to facilitate 
higher instruction of selected young aad 
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the bank. Our whole staff organisation 
designed to ensure that ase a 
our staff shall be more than competent ig 

charge the duties which may be laid y 
him, and that those with unusual gifts 






be given an opportunity to demonstrate 
fitness for positions of higher responsibjlip 
In the knowledge of these objectives and 
confidence that they are consistently 


guarantees of a happy and enthusia 





we have, I am sure, one of the ic ae 
stic 


LLOYDS BANK LIMITED 
NATION’S ECONOMIC CRISIS 
SOUND MONETARY POLICY REQUIRED 
THE RT. HON. LORD BALFOUR OF BURLEIGH’S STATEMENT. 


The annual general meeting of Lloyds 
Bank Limited, will be held, on the 30th 
instant at the Head Office, 71, Lombard 
Street, London, E.C. 

The following is the statement by the 
chairman, the Rt. Hon. Lord Balfour of 
Burleigh, D.L., circulated with the report 
and accounts :— 

_My Lords, Ladies and Gentlemen, 

I must first refer to the retirement on 
= 30th last of Sir Austin Harris and Sir 

rancis Beane from their positions as deputy- 
chairman and vice-chairman respectively. 
Both have rendered great service to the bank 
over many years, Sir Austin Harris as a 
director since 1910 and as deputy-chairman 
since 1922, and Sir Francis Beane as a 
member of the staff from 1887 to 1935 and 
subsequently as a director and vice-chairman, 
I wish to record also my own very real sense 
of personal obligation to both these friends 
since I have been a member of the board. 
Sir Austin Harris is chairman of our Salis- 
bury committee, which has been reconstituted 
in the old headquarters of the Wilts and 
Dorset Bank, and I am confident that under 
his chairmanship the committee will render 
valuable service to the bank in that area. 

I record with pleasure the appointment of 
Mr Harald Peake and Sir Jeremy Raisman 
as vice-chairmen, and also the election of Mr 
L. D. Williams as a director. 

On the other hand, I have to record with 
regret the retirement — 1947, owing to 
ill-health, of Mr Harold G. Brown, whose 
sage counsels have been of great value to the 
board for some 15 years. We also regret the 
retirement owing to pressure of other busi- 
ness of Lord Lyle, who, I am glad to say, 
remains a member of our Salisbury com- 
mittee. I have to record the resignation of 
Mr Alwyn Parker, who has agreed at our 
request to devote his whole time to his work 
as Editor of Lloyds Bank Review. We are 
all proud of the hi level of excellence 
attained by the Review under Mr Parker’s 
editorship, and his continued services in that 
capacity will be of the greatest value. 
desire also to pay a special tribute to the 
services rendered to the bank over a period 
of more than 30 years by Lord Inverforth, 
who has decided, owing to advancing years, 
not to offer himself for re-election. 

We have suffered loss by the regretted 
death of Sir Henry H. A. Hoare, a member 
of the Salisbury committee and a director of 
the bank from 1914 to 1945. 

I have pleasure in announcing that we have 
formed a South Wales local committee at 
Cardiff, the members being Sir Evan 
Williams and Mr L. D. Williams. 

ihe J McMillan, who was_appointed secre- 
tary of the bank in 1939, and rendered good 
service during 
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BALANCE SHEET 


Turning to our profit and loss account and 
to the changes in our balance sheet figures, 
our profit at £1,635,612 is £52,000 higher 
than last year. With the increase in loss 
and advances, to which I will refer later, a 
greater increase in our profits might have 
been anticipated ; but against those additional 
earnings we have been faced with very con 
siderable increases in our staff costs and over- 
head expenses. It was also considered 
prudent, in view of the instability of the 
gilt-edge market, to make some addition 
our investment reserve account. 

Taking the liabilities side of our balance 
sheet, our current, deposit and other accounts 
at £1,072 million show a further increase, 
and are £59 million higher than last year. 
This ‘large increase materialised in the last 
two months of the year, and may well te 
= temporary addition to our resouress. 

the assets side, several important 
changes have occurred during the 
Money at call has increased by £15 
and our holding of Treasury bills by £27 
ee. eas — been a welcome te 
mi 
ree in Treasury depess 

We increased our investments 
million, and it is gratifying to a 
substantial increase of £50 million in ou 

s and advances. ta 


We are ready and willing lenders to al 
customers engaged in production for 
exports, industries essential to our national 
— and to agriculture. i 
our total deposits there is a proxi- 
mately 55 per cent. held in the form ao cash, 
money at call, Treasury bills and Tre 
deposit receipts, the average earnin 


on 
ageregate of which is below a half of one pet 
cent. . 


GRAVITY OF EXTERNAL CRISIS 


When we met a year ago our economic 
difficulties were daily becoming clearer. Ou 
adverse balance of trade, particularly with 
dollar countries, was turning out, for a variety 
of reasons, to be greater than had been fore 
seen, and we still had ahead of us the oblige 
tion to resume convertibility of cute 
earned sterling. We could not but feel 
that, even with the exercise of considerable 
austerity, a Crisis would arise in our aff 
ars. The twelve months. 
have passed since then have done notpiig 
either to relieve our austerities or to al 
our anxieties. I do not think the gil 
realities of the situation are understood 9 
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with £246 million for the like period of 1 aie 


tead of diminishing, as we hoped w 
7 the case, our hard currency adverse 
balance for the nine months increased by 
{113 million to £447 million, and this, of 
course, does not indicate the full deteriora- 
tion in our rena Seer That is mea- 
sured by our losses of close on £1,000 million 
of foreign exchange; and as Sir Stafford 
Cripps has pointed out, these are not our 
reserves alone but the ultimate reserves of 
the whole sterling area. In the first eight 
months of the year the drafts totalled £761 
million, of which £352 million were con- 
centrated in July and August, the pericd of 
the “convertibility crisis.” In the remain- 
ing four months of the year they amounted 
(including gross sales of gold) to a further 

253 million. On January 7th, Sir Stafford 
Kieos announced that during December the 
drain had abated to a rate of rather less 
than $45 million per week, which is equiva- 
lent to about £580 million a year. i 

In his speeches of October last, Sir Stafford 
Cripps announced a programme designed to 
conserve dollars while raising exports to 
160 per cent. of their pre-war volume. If 
these objectives are fully attained, our over- 
all trade should be in balance by the end of 
1948, but there will still remain a dollar 
deficit at the rate of some £250 million a 
year. Our situation js thus one of gtave 
peril. The stark fact is that within a matter 
of months, in the absence of some new 
development, we may not have at our dis- 
posal the dollars wherewith to pay for our 
food and for the raw materials essential to 
our production for export. More than that, 
supposing additional dollars to become avail- 
able by way of a subvention from the U.S.A., 
unless the balance of our external trade can 
be restored, the respite will be merely tem- 
porary, and short-lived at that. 3 

This formidable situation is one which I 
believe can only be met if monetary policy 
is called in aid: for it is vital to realise that 
our external deficit, like so many of our prob- 
lems, has been aggravated by inflation. That 
means an excess of demand in relation to the 
goods available. It follows that our urgent 
needs are two-fold: on the one hand in- 
creased production, of coal, of food, of manu- 
factures both for export and for home con- 
sumption; on the other hand, increased 
savings. 

MONETARY POLICY 

Monetary policy rightly applied will do 
much to help in both these fields. Above all, 
of course, a large budget surplus is needed 
to mop up the excess purchasing power, and 
I wou.d emphasise that any American aid we 
receive must be reflected in a corresponding 
addition to the surplus, What is sometimes 
overlooked, however, is that to cure inflation 
we must also stimulate the output of goods ; 
and this means that the methods by which 
the surplus is achieved are no less important 
than the fact of the surplus ‘itself. _A really 
effective surplus, therefore, must satisfy three 
conditions : 

(1) It must be achieved, as far as possible, 
by reduced public expenditure, since taxation 
already absorbs far too high a propertion of 
the national income. .« 

(2) It must be achieved in spite of some 
reduction in direct taxation, especially 
P.A.Y.E., which adversely affects incentive. 
Hence it should be an. object of policy to 
reduce and ultimately to do away with sub- 
sidies other than those which are directed to 
secure an increased . agricultural . production. 
Indirect taxation, on the other hand, should 

increased. 

(3) The surplus must be a genuine one, 
which means that it must reflect a curtailment 
of private spending; in other words, it ‘is 
essential that the lic should meet its tax 
liabilities by cutting down expenditure on 
consumption and not by saving less. To 
Promote the necessary saving, I postulate a 
rate of interest not under three per cent. on 

g-term securities. 

Tt is not sufficiently realised how iy 
our present troubles are due to the thy 


excessive it is, oe eelies G Sane hupecalbie 


to build up adequate working stocks, whether 
of finished goods, component parts or raw 
materials. In particular, stocks of some basic 
home-produced raw materials have fallen 
dangerously low. At the end of 1946, stocks 
of coal dipped below three weeks’ supply at 
the 1946 rate of consumption ; the subsequent 
recovery is to five weeks’ supply. An equally 
serious shortage at the moment is steel, 
where movements in the stock position have 
reversed those of coal ; from four-and-a-half 
weeks” supply at the end of 1946 stocks have 
fallen to little more than three weeks’ con- 
ope at the current rate. 

This lack of adequate working stocks of 
all kinds is undoubtedly responsible, as much 
as any other factor, for the widespread 
decline in productivity. But suppressed in- 
flation also reduces productivity through its 
adverse effect on individual effort; for 
physical shortages and controlled prices, 
coupled with the expansion in money in- 
comes, mean that the normal incentives to 
increased earnings are blunted. In short, 
though they have averted a runaway rise in 
prices, rationing and controls have not been 
able to prevent the more insidious but equally 
dangerous secondary effects of a state of 
inflation. 

It has been made crystal clear that physical 
controls cannot possibly secure the maxi- 
mum production, in the right proportions, 
of the things we need most urgently, par- 
ticularly when extensive resort cannot be had 
to that most distasteful of all physical con- 
trols, the direction of labour. In wartime it is 
possible to direct people on a massive scale 
into employments that are unpleasant or 
unprofitable, because patriotism is pulling in 
the same direction and the authorities have 
formidable sanctions in reserve. In peace- 
time the sanctions are much weaker and the 
promptings of patriotism less compelling and 
more difficult to interpret. I, for one, cannot 
feel hopeful that we shall in fact bring about 
the necessafy redistribution of our labour 
force so long as the inflation remains and 
the normal monetary incentives are either 
lacking or pulling in the wrong direction. 
That is one reason why it is essential to pur 
the monetary situation right without delay. 


EFFECT OF FOOD SUBSIDIES 

This’ is the more urgent because, as we 
have seen, the physical controls have not 
achieved their basic object of holding in 
check the total demands on our resources, 
with the result that as ‘a nation we have been 
consuming far more than we have produced. 
Excessive capital expenditures by Govern- 


ment and business alike have inflated the. 


demand for imported raw materials while 
locking up manpower that ought to have been 
producing exports. the side of  con- 
sumption, the pressure of spending has been 
made still more acute by the cost-of-living 
subsidies. These have set free a great deal ot 
spending ead that cannot be used to buy 
the durable consumer goods denied to us 
during the war, because a large part of our 
manufacturing output has been diverted, 
quite rightly, to the export market, in the 
hope of paying for our imports of food. But 
the export drive has not been accompanied, 
as it should have been, by an equivalent cur- 
tailment of consumer spending ; for in the 
absence of direction of labour it has been 
easy for the consumer to attract to his service 
resources that should also have been pro- 
ducing exports. To a large extent, therefore, 
the reduced food prices have merely deflected 
Rao power from essential to inessential 

jects ; and thus austerity has been largely 
wasted. 

Quite apart, therefore, from the financial 
saviig to be made, there are aos 
economic reasons for an immediate reduction 
in food subsidies and for their ultimate 
extinction, Inevitably this will cause some 
initial hardship, which it will be the duty 
of the Government to mitigate, but if we 
an restore a healthy monetary situation with 
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greater benefit to the wage-earner to give him 


better value on which to d his wag 
than to give him more cer wich cee 


progressively less goods. If, moreover, th 


withdrawal of subsidies were accompanied 
by some adjustment of P.A-Y.E., ant a 


concession such as a family allowance for 


the first child, any, necessary upward adjust- 
ment of wages could be kept to a minimum. 

It will be noted that T have throughout laid 
emphasis on the curtailment of speaine, 
rather than contraction of the volume of 
money, as the basic cure for inflation. It goes 
without saying that our bank is arixious to 
do anything in its power to help in curbing 


inflation. In particular, we are in full accord 


with the Government’s desire that our 
advance facilities should not be utilised for 
purposes which are considered to be contrary 
to. the interests of our national economy. I 
would emphasise, too, that while advocating 
the dual withdrawal of the consumer 
subsidies, I would er the maintenance of 
the agricultural subsidies as essential in order 
to save dollars by maximum production of 
home-grown food. 
SAVING 


From the point of view of. saving, the 
reyun of .a 3 percent. rate on long-term 
Government. borrowing is welcome, The 
course of events during the past. year has 
shown that the gulf between 24 per cent. and 
3 per cent. is much wider than is represented 
by + per cent. per annum. In present condi- 
tions, 3 per cent, seems to be a point at 
which the interests of the Government as a 
borrower and of the investor as a lender are 
about balanced, and leaves room for reason- 
able. fluctuation. on either side of. the figure 
as events dictate. .This is altogether healthier 
than. a lower level.at which the risk of capital 
loss outweighs the jejune attraction of the 
meagre yield. More particularly, of course, 
is this the case in combination. with the 
present crushing rate of direct, taxation. A 
genuine budget surplus, by absorbing pur- 
chasing power and thereby stabilising prices, 
will also allow the potential saver to feel that 
he will be able to. spend the money to as 
good or better advantage in three or four 
years’ time, One of the greatest hindrances 
to saving is the growing lack of confidence 
in the future purchasing. power of money. 

Nor do I believe that the additional burden 
on the Exchequer of 3 per cent. compared 
with 2} per cent. would be serious over and 
above the extra cost already incurred in 
compensation under the Transport Act. 
That, in my opinion, was a mere act of 
justice. The total interest burden could and 
should. be reduced by a series of budget 
surpluses, 

Today no accumulation of capital by. the 
private individual is possible except through 
speculation or some even less desirable opera- 
tion. What I am asking for is a return to 
conditions in which it would be possible for 
a man to build up a big. business. by. hard 
work from small SEPANG and to “ make 
money ” in the process. othing could be 
more beneficigl. either to the individual 
member of society or to the community as a 
whole, for nothing would conduce more. to 
the production of real wealth ; and it is pro- 
duction of wealth, rather than its redistribu- 
ton, which now is our most important objec- 
tive, whatever may have been the position 
in times. past. 

CONVERTIBILITY 


To Sapir Se rea ena problems: the 
sus convertibility was a grave set- 
ee oh gale for Britain but for the whole 
ances to rebuild. world trade on a multi- 
lateral footing. It has us inevitably 
to revert for the time being to. bilateral 
trading and currency arrangements. t is 
purely a sto ap méasure, as was reaffirmed 
when the United States placed at our di 
once more the undrawn balance of the loan. 
Since there are some ple. who . would 


actually welcome bilat m as a permanent 
system of trading, let me emphasise that it 

convertibility 
the. arrangements 


was not the policy of restoring 
that was wrong. 
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worked as was intended, convertibility would 


have meant simply that this country 

be paying in gold or dollars for its current 
import surplus from the rest of the world. 
That is not an unreasonable proposition, 
sinee no country can expect or would desire 
indefinitely to receive goods on credit. Un- 
fortunately, the drafts on our exchange 
resources have not been ltmited to payment 
for our current import surplus. e have 
also had to allow other countries to draw 
heavily on the abnormal sterling balances 
built up during the war, while in the weeks 
preceding the convertibility crisis there was 
am extensive running down of working 
balances formerly held in sterling. Even 
now, it is difficult to feel certain that all the 
loopholes have been closed. 

It should be recognised that the dollar 
deficits of many countries have been aggra- 
vated by the prevailing inflationary condi- 
tions. But it would be unfair to lay the 
responsibility for the whole dollar shortage 
at the door of the deficit countries. The 
European economy has been devastated by 
war and cut in two by the “ Iron Curtain,” 
and must perforce rely heavily on the 
American continent for food and raw 
materials during the reconstruction § era. 
Marshall aid, on whatever scale it may 
eventually be approved by Congress, will to 
that extent relieve the resulting scarcity of 
dollars. This country would thus benefit 
both directly and indirectly, for a dollar 
famine rules out any chance of that expand- 
ing world economy in which alone we can 
have any hope of attaining our export targets. 

If we regarded it merely as a grant in 
aid or a temporary alleviation of the dollar 
problem, however, we should fail to grasp 
the Marshall conception. For American aid 
to be truly constructive, the recipient 
countries must treat it as a spur to greater 
efforts on their. own part, and Europe as a 
whole must be enabled to stand on its own 
feet again. This calls for some method of 
encouraging the fullest trade between 
countries outside the hard currency area, in 
particular western Europe, while reducing the 
demands made by those countries on the 
American economy. That should not be 
regarded as in any way opposed to America’s 
interests ; it should be welcomed as helping 
to reduce the inflationary pressure inside the 
United States. American opinion is increas- 
ingly aware of this, and some closer integra- 
tion of national economies in Europe may 
well be made a condition of Congress approv- 
ing Marshall aid at all. 

But the European nations should recognise 
that the objective is an eminently desirable 
one for its own sake. Indeed, the goal to 
which we must all direct our efforts is the 
most efficient use of+the economic resources 
of Europe and the British Commonwealth 
taken as a whole; and that necessitates a 
gradual dismantling of trade barriers and 
some co-ordination of national policies. It 
remains to be seen whether this implies a 
full Customs Union for Western Europe, or 
the Commonwealth, or both. Admittedly, 
that could only come about by slow degrees, 
but if it were practicable it~ would be a 
momentous step towards that freedom of 
world trade which is the ultimate ideal. 

In the meantime, we should all welcome 
the success of the Geneva tariff negotiations, 
which was far greater than is generally 
realised in this country. agreements 
made affect no less than two-thirds of the 
. trade of the countries involved, which in 1938 
accounted for three-quarters of all inter- 
national trade. The United States in particu- 
lar gave undertakings affecting close on four- 
fifths of their prewar imports, reducing the 
American tariff almost to its relatively low 
level of 1913. Since those concessions have 
immediate effect, whereas countries in balance 
nents cos era are ea to regu- 
ate “imports quotas, 
should afford some appreciable relict to the 
world dollar problem. 

THE FUTURE 


To sum up, the immediate future is one 


of great danger, all the greater for being 





either unrealised or unavowed. On the credit 
side we have the eens output of coal, 
the a basis of other improve- 
ment. t having regard to the depletion 
of our gold reserves and the disastrous conse- 
quences which must attend their exhaustion. 
everything possible must be done in the field 
of financial policy to diminish the risks that 
we are forced to run, and to assist in the 
process of recovery. 

First and foremost, we must deal with the 
suppressed inflation that lies at the root of 
so many of our troubles, both of an internal 
and of an external kind The remedy for 
inflation, I repeat, is to be found only through 
a budget surplus achieved by reduction of 
expenditure, in combination with measures 
to increase incentive both to production and 
to saving. A sound monetary policy of this 
kind would be of far greater ultimate benefit 
to the wage-earner than a e€ continuance 
of the present wages spiral, ahd offers at the 
same time the best prospect of maintaining 
the competitive position of our export indus- 
tries. 

Difficult and perilous as our position is, 
if in these ways the price mechanism could 
be harnessed to work with the physical 
controls instead of against them, and if the 
people could be made aware of the dangers 
in which they stand, I should have no fear 
for the outcome. 


COMPANIES ACT, 1947 


We have decided to await the implementa- 
tion of the Companies Act, 1947, which is 
to be consolidated with the Companies Act, 
1929, before making the comparatively smal] 
changes in the form and layout of our balance 
sheet and profit and loss account that will be 
required, but next year the accounts will 
conform to the new legislation which so far 
as accounts are concerned will come into 
operation next July. 

In welcoming the Act, I give a particularly 
warm welcome to the decision of the Govern- 
ment to abandon the very complicated pro- 
posals originally included in the Bill, designed 
to secure the disclosure of the beneficial 
ownership of shareholdings registered in the 
names of nominees. I offered some criticism 
of these clauses in my address to you last 
year, and I take this opportunity of stating 
my belief that the final decision of the 
Government in this difficult and controversial 
matter is a wise one. Other ample measures 
have been substituted enabling the Board of 
Trade, if they have good reason to do so, to 
obtain the information, and under certain 
conditions shareholders themselves have been 
granted an unqualified right to require the 
Board of Trade to set on foot an investigation 
to secure disclosure. No more was in my 
view practicable and no less was needed to 
deal with the situation created by the already 
wide and growing practice of the use of 
nominees; the retention of the system is 
essential to the business community and a 
great convenience to others. 


INDIA, PAKISTAN AND BURMA 


Since I last addressed you, momentous 
events have occurred in India, Pakistan and 
Burma. The jubilation over the attainment 
of independence was short-lived ; within one 
month of the partitioning of the Punjab 
serious disturbances took place and thousands 
of Moslems and Hindus were massacred, 
cholera broke out in the refugee camps, and 
the ripening crops over many thousands of 
acres seemed likely to go to ruin. In the 
meantime, the situation in both Hyderabad 
and Kashmir was moving towards a crisis 
and the atmosphere between the two 

inions was tense. 

Since then the massacres and floods have 
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4ion will be found before long. 
Tragic as these events have - 
be remembered that the disturbances have 
not been widespread. I would remind yoy 
that the population involved in the massacres 
only represented some threé per cent. of the 
total population pf India and Pakistan ; the 
remainder of the total population of over 
400,000,000 have, for the most part, carried 
on their daily activities under relatively 
peaceful conditions. — 
The position of our staff and their families 
in India, Pakistan and Burma has caused us 
grave disquiet. It is true that during al 
the troubles the attitude of all parties towards 
the British has been extremely friendly, 
None of our European staff has been molested 
nor has any of our property suffered e. 
This is not to say that the staff have ; 
personal danger, and they and their families 
have endured extreme discomfort in a manner 
that is worthy of the highest British tradj- 
tion. I should like to take this opportunity 
publicly to thank them for the part 
have played and for the manner in w 
they have played it. ; 
It has been difficult for banks to functiog 
normally in the disturbed areas but, in spite 
of a depleted indigenous staff owing » 
evacuation, service rendered to the public 
has been almost unbroken. Qur main busi- 
ness is, of course, at the ports, where very 
little has been felt of the disturbances ip 
the north me 
In Burma, events have been relatively no 
less momentous, The new Burma itu 
tion as enacted by the Constituent A: j 
on September 24th is to come into farce 
not later than April 15, 1948, On : 
17th a treaty recognising the new inde 
pendent Republic was signed by the British 
Prime Minister and under the Burma Inde- 
pendence Bill the complete independence of 
that country took effect from January 4, 1948, 
the new constitution no security of 
tenure for British interests in Burma i 
assured, but the expressions of goodwill 
towards the British indicate that the Burma 
Government are desirous of the closest a 
operation with Britain. It is to be hoped that 
nothing will occur to discourage British busi 
ness interests from continuing their activities 
in Burma. 


cause for anxiety. It is to be hoped a solu. 


: ete: 
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EXECUTOR AND TRUSTEE DEPARTMENT ~ 


This section of our business continues to 
expand in a satisfactory manner. Our policy 
of decentralisation has proved successful and 
we have now nineteen branches open 
Arrangements are well advanced to establish 
a further four branches. During the year we 
have established Lloyds Bank Executor 
Trustee Company (Channel Islands) Limited 
in Jersey. o 


. STAFF COLLEGE 


The @stablishment of our training college 
has been delayed by difficulry in obtaining 
building licences and other obstacles of # 
technical kind. Preparations are now well 
advanced and we confidently expect that the 
first course will be able to assemble at the 
beginning of March, and that the Co 
will be in full operation by the summer. We 
plan to hold five courses, each of two month 
duration, in a year, though we shall be ready 
to modify this plan in the light of experience. 
We are confident that. great benefit will 
accrue to the bank and to the staff from 
this new departure. i 


STAFF 


I have already expressed our a 
of the work of our staff in the 





ST OESF2_ FW SES. 


Dp 


Jee 


aa 


~ eR TEES 


5 6 


Fees 


SER2e 


SREERPSEESEFSE EFZE 


BSésecgrc 





ft 
o 
af 


6 Sbariaesk 


EE 


FEPRREF Se 


Ee, 


SRESEE. 


ca 


(e525 


aR 


258 


if 





Sf Fsks BSShR res are 


os 








THE ECONOMIST, Janvery 24, 1948 


MARTINS BANK LIMITED 


CRITICAL ISSUES FOR THE NATION. 


PRODUCTION AND EXPORTS 


THE BANK'S SUCCESSFUL YEAR 


CHAIRMAN’S SURVEY 


The one hundred and seventeenth annual 
general meeting of members of Martins 
Bank Limited will be held on Friday, the 
30th instant, at head office, Liverpool. 

In a statement issued, the new chairman, 
Mr A. Harold Bibby, D.S.O., D.L., says: — 

It is with great regret that I have to 
record the death of Mr. Alfred Watkin, who, 
for many years, served both on the general 
board and on the Manchester board of the 
bank. 

Owing to pressure of other business in 
London, Sir W. Nicholas Cayzer has found 
it necessary to retire from the board and we 
greatly regret the loss of his collaboration. 
His place has been taken by Major R. H. 
Thornton, a partner in Messrs. Alfred Holt 
& Company, whose wide experience in 
shipping and commercial life will be of great 
assistance to us. We are pleased also to wel- 
come to our deliberations Mr. Christopher 
Holland-Martin, a member of a family which 
has been honourably associated with the bank 
for many years. Mr, Holland-Martin has 
occupied a seat on our London board since 
1944. 

I am happy in submitting the bank’s 
annual report and balance sheet to be able 
to present a very satisfactory record of the 
year’s trading. For the year ended Decem- 
ber, 1946, we had the advantage of a reduc- 
tion in taxation, whereas the autumn 
budget, introduced in November last, added 
substantially to our liability for taxes ; also 
our expenses have increased by a cash pay- 
ment to our staff which, we believe, is fully 
justified having regard to the increase in the 
cost of living. On the other hand, we have 
had the advantage of dealing with larger 
resources as increases have occurred in our 
deposits, advances and other items of our 
balance sheet. 

My predecessor, a year ago, referred to 
the abnormal increase in deposits during the 
year 1946, which he deplored in so far as 
they were based on an unbalanced budget 
and further Government borrowing from the 
banks. During the past year, though there 
has been « substantial rise of £19 million in 
our deposits, this increase is very moderate 
in relation to the increase in 1946. In so 
far as this is due to the checking of infla- 
tionary tendencies, it is of course in the 
national interest. Nevertheless, the infla- 
tionary trend has continued. 


SACRIFICED MATERIAL HERITAGE 


including these islands, has not had_ suffi- 
cient time nor, in certain cases, sufficient 
help to retrieve its position. This has been 
most generously realised in the United 
States of America, and it now seems 
probable that additional help will be torth- 
comung, but that must not lead us to depend 
On €xicrmai aid tor the full restoration and 
subsequent maintenance of our economic 
eqiiLonum. ‘ihis country is capaole of 
standing upon its own feet, and mu must 
reconcile itself to the necessity and urgency 
of so doing. We have sacrificed a great part 
of our material heritage: we must strenu- 
ously preserve the remainder and, in addi- 
mae more than make good what hes been 
ost. 


As bankers, our experience is that manu- 
facturers, farmers and business men in general 
are exerting every effort and we, on our 
part, have been ready to give the necessary 
financial assistance, as is indicated by the 
increase of £12 million in our overdratts and 
loans, but much remains to be done. 

Owing to the lack of foreign exchange, it 
has been necessary to restrict our imports and 
to urge a greater effort in exports, but other 
nations are in precisely the same position 
and the limitation of our purchasing abroad 
has caused others to react similarly. Of all 
countries, we have the most to lose from an 
all-round contraction of trade, and it is from 
the loosening of this general constriction 
that we may derive our greatest benefit from 
the Marshall Plan and, eventually, from the 
agreements on tariffs and trade which were 
negotiated at Geneva and which may be. in- 
corporated in the more comprehensive inter- 
national code to be drafted at Havana. 


CRISIS NOT YET APPARENT TO ALL 


This has been a year of crisis which is 
nothing new in the history of this country 
and, as we know from past records, we have 
always survived such storms and eventually 
reached calmer waters after disagreeable 
buffetings. Consequently, there is no lack 
of faith in the country that on this occasion 
also in the end our troubles will be success- 
fully surmounted. Possibly this is a justifiable 
assumption on the part of the people who 
‘passed safely through the Battle of Britain 
when, to foreign eyes, we appeared to be in 
an impossible position. Unfortunately, how- 
ever, the seriousness of the present crisis, 
which in some respects is more «.minous than 
any previously experienced, is not apparent 
to the generality of the people of these 
islands. Certain sections of our people find 
it extremely difficult to appreciate that there 
is any crisis at all. To some there seems 
nothing the matter with the economic posi- 
tion of the country as there is still no general 
difficulty in selling goods or services at home 
and money is plentiful. By exercising the 
normal pressures available to them in a state 
of full employment, others have obtained a 
five-day week, holidays with pay and better 
food rations than their fellows, 


ECONOMIC LIMITS TO SECTIONAL CLAIMS 

It is highly proper that the country should 
be made, to understand the futility of any 
section of the community seeking to improve 
its position permanently at the expense of the 
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rest, without a proportionate increase im 
on. 

The economic limits of such processes are 
set by the productivity of the 20,000,000 
people who constitute the working popula- 
tion of this country. The activities of these 
workers have to be allotted between defence 
requirements, the maintenance and expansion 
of our capital equipment and the output of 
consumption goods. Defence unfortunately 
entails a larger call on man-power than before 
the war. Our capital equipment suffered 
damage and deterioration during the war and, 
if we are to rehabilitate ourselves as a leading 
industrial nation and re-establish the condi- 
tons for a rising standard of living, we 
should. devote a larger proportion of our 
efforts than before the war to the tasks of 
real capital creation. If adequate. provision 
is made for defence and capital creation, it 
is only the remaining labour force that is 
available for the supply of the consumption 
goods which determine the contemporary 
standard of living) These three major fields 
of demand—defence, capital creation, con- 
sumption—are competing claims on the 
national effort and, given no increase. in 
productivity, expansion in one field can only 
be at the expense of contraction in the other 
fields. This inexorable fact has manifested 
itself in the past year and at will manifest 
itself still more strongly as the aid from 
abroad, furnished by the loans from the 
United States and Canada, tapers off to 
vanishing point. We may mitigate the situa- 
tion temporarily by sales of gold and pur- 
chases of dollars from the International 
Monetary Fund but these expedients are 
fleeting in their effect and duration. 


DEFLATING DEMAND 


_ I have said that this dilemma manifested 
itself in the past year and I will quote two 
outstanding examples. The revised pro- 
gramme of food imports involves a cut of 
no less than £210 million in a full year from 
the level of imports envisaged before the 
convertibility crisis of last August. The 
revised capital investment programme. in- 
volves a cut of £280 million from the level 
anticipated for 1948. There could be no 
more startling illustration of the exigencies 
of our situation. In these two fields, nearl 
£500 million of demand has to be eliminated. 

ailing an increase in agricultural production 
at home or additional supplies from the soft 
currency areas, the food supply of the nation 
is to be reduced to the extent of 7s. per week 
per family. We must curtail new house 
building and industrial tuilding while new 
commercial building will be almost elimi- 
nated. Many other schemes, eminently 
desirable in themselves, must be shelved, 
including civil airfield development, major 
road, bridge and railway construction and 
sundry desirable social developments. The 
unquestioned merits of these projects are of 
no avail against the impossibility of imple- 
menting them. 


VITAL ROLE OF EXPORTS 


It is useful to note the relation between 
these two items of food supply and capital 
projects. The cut in food imports is not 
sufficient in itself to correct our situation. 
To pay for the remaining imports, we 
have to devote more resources to exports 
and it is only by curtailing our activity on 
capital development that we can obtain the 
additional resources for the export trade. 
Let no one think that we are tightening our 
belts in order to export; we must increase 
our exports to prevent a further drastic 
umeting of our belts and to assure ourselves 

the diminished food supply of the revised 
programme. Failure to achieve a sufficient 
volume of exports would threaten our ability 
to pay, not only for adequate food. stuffs: but 
for the essential raw materials for our in- 
dustry, thus creating the mass unemployment 
we afe all so anxious to avoid. To export, 
we must not only the goods that our 
customers wish to buy but produce them at 
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a price that they are able and willing to pay. 
Every shilling that raises the selling price of 
our manufactures, be it owing to out-of-date 
machinery, excessive overhead charges, heavy 
national or local taxation, or failure to give 
increased production directly related to in- 
creased wage costs, must curtail our ability 
to expand our exports. 


It can be argued that the curtailment of 
capital projects has proceeded too far. If 
new capital creation, apart from repair and 
maintenance, is to be actually less in volume 
than in pre-war days, the provision must be 
regarded as inadequate for our long-term 
needs, but it must be realised that our short- 
term needs for consumption, which must be 
met, are responsible for the deficiency in 
capital outlay and, il the national output 
is increased, the unfdétunate necessity for the 
curtailment of that outlay for a limited period 
must be admitted. Therefore, it is essential 
that cur resources should be deployed in 
accordance with the prescribed programme 
and that the Government’s financial policy 
should at all points aid and not hinder that 
programme, for we live in a monetary 
economy and the real processes to which I 
have referred are based on monetary calcula- 
tions and are directed by, and operated 
through, the monetary mechanism. What- 
ever the views about the role and importance 
of finance, it is indisputable that the financial 
machine ought to work in complete harmony 
with the productive machine. 


NEED FOR SOUND FINANCE 


Tt was inevitable that the demands pent up 
during six years of war should outweigh the 
capacity of contemporary effort to satisfy 
them. All are aware of the disappointing 
results of more than two years of peace but, 
in spite of the many warnings we have re- 
ceived, it is still not sufficiently realised that 
even the amount of Pe we have made 
has been endangere inflation, open or 
suppressed, to a sufficient extem to distort 
our economy and seriously hamper our pro- 
ductive activities. Therefore, it is still neces- 
sary to emphasise that it should be the first 
task of financial policy to restrain demand 
within the practicable limits set by current 
productivity. To fail in that task is not only 
to retard recovery but to prevent it 


It is, of course, not only in this country 
that evidences of financial disorder are seen. 
The strain on national economies due to 
inflationary pressure is in evidence through- 
out the world and is seen even in the 
strongest countries, including the United 
States of America. This general disequili- 
brium is admittedly due to excessive demand 
arising from a relative superfiuity of money 
and other restrictive measures will be of no 
avail if the financial remedy is not applied. 
It is significant and encouraging that one of 
the main lines of action recommended by the 
Paris Conference im its report on the 
Marshall offer was the creation of internal 
financial stability in the countries concerned. 
It was rightly emphasised that this was a 
necessary condition for the accomplishment 
of the other aims set out in the report, Sound 
finance money are the requisites 
for a healthy and freer economy at home and 
also for a restoration of the international 
trade on which the well-being and prosperity 
of these islands depend. 


LOYAL AND DILIGENT STAFF 


NATIONAL PROVINCIAL BANK LIMITED 


AN UNCOMFORTABLE YEAR 
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DETERIORATION OF INTERNATIONAL RELATIONS 
BRITAIN’S STRONG EFFORT 
NEED FOR REALISTIC ATTITUDE 
CAPTAIN E. C. ERIC SMITH ON THE OUTLOOK 


The 115th ordinary general meeting of the 
National Provincial Bank Limited will be 
held on the 29th instant at the head office, 
15, Bishopsgate, London, E.C.2. 

The following is the statement of the 
chairman, Capt. E. C. Eric Smith, M.C., 
circulated with the report and accounts for 
the year to December 31, 1947:— 

Board of Directors.—It is with very great 
regret that I have to record the deaths, during 
the year, of two members of the Board, Mr 
James Cadman, D.S.C.. D.L., and Col. 
Bertram Abe] Smith, D.S.O.. M.C., T.D. 
Mr Cadman joined the board in 1942, and 
his well known abilities as an industrialist 
in many spheres were of great value to the 
bank. His death was the tragic result of a 
motor accident. Col. Bertram Abel Smith 
became a local director for Nottingham and 
district in 1908, an extraordinary director in 
1918, and a director in 1942. His activities 
in the City in financial and commercial circles 
were widely recognised and his intimate 
knowledge of affairs acquired over long years 
of experience was always at the disposal of 
the beard. We regret also that the Rt. Hon. 
Lord Pender has had to relinquish his ‘duties 
as a director of the bank because of ill-health. 

On October 22nd we had the pleasure of 
announcing the election of Mr David John 
Robarts to a seat on the board. Nephew of 
our director, Mr John Robarts, our new 
member bears a name that has been promin- 
ently connected with banking for well over 
a century. He has been a director of Messrs 
Coutts and Company for some vears and we 
are glad to welcome him as a colleague. 

Management and Staff.—During the year 
Mr W. G. Craddock, one of the joint general 
managers, retired after 44 years’ service, of 
which ten years had been spent as a joint 
general manager. Mr H. F. Willmot, 
formerly manager of our Princes Street 
office, has been appointed a joint general 
manager to fill the vacancy. Both manage- 
ment and staff continue to render conspicu- 
ously good service. The volume of work and 
the yah of regulations which concern 

our day-to-day operations have continued to 
teeieae Notwithstanding this, the high 
standard of our service to the public is more 
than maintained. 


ASSOCIATED BANKS 


Comte and Company.—The balance sheet 


of this famous banking house, showing the 
position as at December 31st last, accom- 
panies our own report and accounts. It is 
with very great regret that I have to record 
the death of Mr Frank Chaplin, for many 
years a director of Messrs Coutts and 
Company. 

Grindlays Bank Limited—The balance 
sheet of Grindlays Bank Limited which also 


Dominions of were 
created. It is greatly to be hoped that the 
immediate difficulties will be resolved, 
for these two Dominions can ¢ a very 
great contribution to the solution of world 


economic 
Whilst referring to these two affiliated 
ees is’ jot that I oe - 
to" my i: 
rpenihared eam ‘control of these 


titutions by the chairmen, Sir Jasper: 


Ridley and Sir Trevor Matthews respecti 
and by the directors, managers and staffs 
these two progressive banks, each of 

i its Own sphere, occupies a unique poOsitigg, 


STATEMENT OF ACCOUNTS 


During the year just ended the pri 
item in our balance sheet, the tobe on 
current and deposit accounts, has grown from 
£726 million to £754 million. The i 
of £28 million is much less than the ee 
during 1946, and this is reflective in com 
siderable measure of the monetary policy @f 
the Government. On the assets side of the 
balance sheet before you, the more ligui 
assets comprising cash, discount market 
and bills (the latter principally Treasury 
amount to £257 million, representing 34 per 
cent. of the deposit liabilities. Tr 
deposit receipts stand at £166 million, or 
per cent. of deposits, as against £206 wi 
a rear ago, 

nvestments are set out somewhat dif. 
ferently from the manner of last year, so that 
on this occasion they will be more in ling 
with the requirements of the 1947 Companies 
Act when the relative sections of that z 
come into force. The entries under 
major heading of trade investments 
our holdings in subsidiary and =seonle 
institutions and certain miscellaneous items 
The total holding of investments in a 
portfolio is £160 million as against £162 
million at December 31, 1946. 

There has been a considerable increas 
during the year in advances to customers and 
other accounts and the figure at the closeo 
business on December 31st last was £185 
million, equal to 245 per cent. of om 
deposits. die 


FACTORS AFFECTING PROFITS 


Profit and Loss Account.—Many factors 


affect profit-earning capacity. Most : 
tant is the volume of resources enol 
and next the margin between allowance 

and the rate of return on the money em 

and the manner in which distribution of thit 
money is spread amongst the various asses 
Of these assets cash earns nothing but. isa 
source of very considerable expense, 
other large items earn one half of one 
cent., or only a fraction more. 
which can be of importance is the seed 


setting aside of earnings where there is ap | 


doubt regarding the value of the ae 
sum involved. A much more im 
feature is the expenditure that is entailed i 
operating our business. Salaries and 


have accounted for a ae substantial increase 


Last, but by no means least, the secre 


imposed last year in taxation of 
ee eat sakes Gah 


















retained and distributed, has had an_ adverse 
results. In addr 
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11,346. In July an interim dividend of 
per cent. was paid, less tax, at a cost of 
si 026, and it is proposed that a further 
yment at a similar rate should be made. 
fn addition the following appropriations are 
recommended: to contingencies ac ; 
£300,000 ; to pension fund, £250,000, and 
these proposals are accepted by you there 
will be a sum of £879,294 to carry into the 
accounts for 1948. 


TRADE AGREEMENT WITH RUSSIA 


st year has been an uncomfortable 
aera aty as well as physically. Inter- 
national relations which, even in January, 
1947, could not be regarded with any degree 
of optimism, have steadily deteriorated. A 
consistent stream of vituperation and mis- 
representation has flowed from Moscow and 
its representatives, and the satellite countries 
have indulged in a series of travestics of 
justice, culminating in some cases in judicial 
murder. The birth of the Cominform has 
been followed by inspired industrial troubles 
in France and Italy, accurately timed to 
hronise with the ill-fated meeting of the 
oreign Ministers in London, uropean 
convalescence is certainly not. conspicuous. 
It would require a curious meatality to look 
back on 1947 as a year of diplomatic suc- 
cesses. In December a trade agreement was 
concluded between the United Kingdom and 
the Soviet Republics. It is to be hoped that 
the terms of this agreement will be carried 
out and that it will be the forerunner of 
further similar arrangements. Perhaps this 
commercial rapprochement may ultimately 
lead to improved political relations between 
the two countries, an end which is not only 
desirable, but vitally important. 
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THE CRISIS 


In this country an unusually cold winter 
‘ precipitated a crisis which those in possession 
items, of the facts must obviously have known was 
L Gur coming, although its impending arrival was 
pats) screened from the public until it had virtually 
‘ atrived. ‘There followed a period of dis- 
location of industry, unemployment and dis- 
's and comfort, the full effect and cost of which has 
ose of yet to be assessed. Much ingenuity was 
£185 employed in minimising this trifling interrup- 
| Our tion of the nation’s activities, and in May the 
five-day week was introduced in the British 
Mining Industry. On July 15, in accordance 
with the conditions of the American Loan, 
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convertibility of sterlmg came into operation. 

In certain quarters it had been suggested, 

r with some diffidence, that the country’s 
ayes» eine position and dollar oe a 
"oad such that this step possessed considerable 
rel elements of danger. Asstirances from the 
wh highest quarter were, however, forthcoming 
— to the effect that every necessary precaution 


had been taken to safeguard our position and 
that risks existed only in the minds of the 
craven hearted. Thereupon began a drain 
on our dollars on a truly magnificent scale. 


SUSPENSION OF CONVERTIBILITY 


On August 21, by arrangement with the 
United States the convertibility of sterling 
was suspended and the balance of the 
American Loan became temporarily blocked 
until December. This minor error of judg- 
ment entailed considerable explanations, but 
am unkind fate and unforeseeable circum- 
Stances eventually shouldered the burden 
between them. The incident was v. ashed 
away m a spate of printer’s ink in tine to 

way for a fortified export programme 
and some further austerity. 


The Autumn was crowded with unwelcome 
events. ‘The Control of Motor Fuel Order 
came into force and the basic petrol ration 
perished miserably and extremely vocally. 
The Control of Engagements Order reared its 
Contentious head, and the potato assumed a 
bumble position on the list of rationed foods. 
This last, an event which was, of course, 
wholly unpredictable! ! The period was 
punctuated by sales of gold to meet our dollar 
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requirements. Let us, therefore, congratulate 
ourselves that 1947 is over. 


CHANGE TO 3 PER CENT. BASIS 


At the end of 1946 and the beginning of 
1947 the cheap money policy culminated in 
the issue at par of 2} per cent. Treasury stock 
1975, but the necessary support to maintain 
the gilt-edged market on this basis was not 
forthcoming. During the year the market 
gradually relapsed until in ber it had 
assumed a 3 per cent. complexion for long- 
dated stocks. The decline was accelerated 
by the uncertainty which overhung the terms 
of the Government Stock to be issued to the 
dispossessed railway stockholders. There 
can be little doubt that the position is 
healthier for this change. A 3 per cent. asis 
which is realistic is infinitely preferable to a 
2} per cent. basis which can be only pre- 
cariousiy maimtained by unpredictable 
mancuvres. The process of passing from a 
24 per cent. to a 3 per cent. basis must, of 
necessity, be painful for institutions whose 
business compels them to be consistent pur- 
chasers of gilt-edged securities. 


The growth of bank deposits has been 
on a much reduced scale, and this also is a 
satisfactory —_ feature. Increased deposits 
which have increased wealth behind them 
are entirely respectable, but increased deposits 
which merely reflect the writing up of existing 
assets are poison in the body economic, and 
there can be little argument but that much of 
the increase in 1946 came into this fatter 
category. 


EXPANDING PRODUCTION 


Increased advances and overseas credits 
have been a welcome sign of expanding pro- 
duction and trade, and it can never be fe- 
peated too often that without such expansion 
the country will be unable to maintain a 
reasonable standard of living. Such advances 
and credits are now carefully shepherded to 
where they can assist directly or indirectly 
the export industries of the country or neces- 
sary internal trade. This action is a corollary 
of the cut in capital expenditure and is of 
equal importance in concentrating available 
resources and labour on essentials. 

Much has been written on the balance 
of trade, or the unbalance thereof. It is a pro- 
blem we have to live with and manifestations 
of its unpleasant effects are repeatedly and 
forcibly brought to the notice of all of us. 
Herculean efforts have been and are being 
made to reduce the unbalance in the position, 
but unfortunately many of the most hopeful 
of these are long-term projects, benefit from 
which must lie in the future. The develop- 
ment of our own agriculture will ultimately 
make some contribution, but its fulfilment 
is largely dependent on an adequate labour 
force, which, again, is inextricably involved 
with rural housing, and the difficulties are 
aggravated by the progressive repatriation of 
prisoners of war. creation of new 
sources of supply of commodities hitherto 
emanating from hard curr countries is a 
sound and reasonable proposition, but relief 
on any scale from such projects cannot be 
looked for immediately. 


OVERSEAS MARKETS 


The export of our manufactures has been 
vigorously pressed and the most conscien- 
tious efforts have been made to expand exist- 
ing markets and develop new ones. Close 
study of the requirements of potential cus- 
tomers is being maintamed and new entrants 
into the export trade are encouraged in every 
way. It can be said that the nation’s effort 
has Reese ere nee Seen 
point, successful, verse balance is 
still present, as our sales of gold and pur- 
chases of dollars from the International 
Monetary Fund emphasise. 

Events have not been helpful. Recovery 
throughout the bulk of the world has been 
painfully slow. The prosperity of the United 


most economically. Politics inevitably creep 
into inter-Governmental trading transactions, 
which should be maiters of business pure and 
simple. In this country for too long our 
efforts were dissipated on possibly desirable 
developments we could not afford, when con- 
centration on our very existence was essential. 


REFUSAL TO FACE FACTS 


We have suffered from a serious onset of 
appeasement. Refusal to face facts has been 
predominant and the greatest energy has been 
employed in inducing people to believe they 
are much better off than is really the case, 
Every shock suffered jast year was sprung on 
the country at the last moment, when con- 
cealment was no longer possible, and was 
accompanied by explanations that the causes 
were unforeseen occurrences for which no 
one was to blame. Considerable progress has 
now been made in the descent to earth. 
Efforts are beiag made to point out, in words 
of few syllables, the precarious position in 
which the country stands, and some of the 
promised prizes have been postponed. The 
haze of make-believe has not, however, been 
entirely dispelled, and much effort is still 
directed towards shielding certain strata of 
the population from the effects of increased 
austerity. We are, in fact, still appeasing. 

The autumn Budget provides an admir- 
able example. After the big words that pre- 
ceded it, it was almost farcical ; a mere face- 
saving gesture to show that something had 
been. done and that no one who mattered had 
been hurt. Fear rules our rulers. Fear of the 
trades unions, fear’ of increased wages, fear 
of stopping wage increases, fear of the elec- 
torate, fear to face any unpleasant situation, 


NEED FOR REALISTIC VIEW 


It is time every individual in the country 
realised his true position. No decent active 
man should tolerate the idea that he exists to 
some extent on charity, and yet for example 
the man who enjoys better food in a works 
canteen is accepting material charity from 
those not so favourably placed, The subsi- 
dies which keep down the price of food are 
in part provided by the beneficiary himself, 
and for the rest paid for by his fellow citizens. 
Let the man in the street realise that when he 
says “the State pays ” it means that he him- 
self is paying, and if he is not contributing 
his full share the balance is charity from 
another such as he. 


The country has 2 long way to go before 
it achieves solvency. It will, in due course, 
arrive, but the longer the le “remain 
drugged with the narcotics make-believe 
the longer will be the journey. 


THE MARSHALL PLAN 


Before concluding this altogether un- 
pleasant summary, mention must be made 
of the so-called. Marshall Plan. The accept- 
ance of the idea by the Senate and Congress 
of the United States is an act of the greatest 
realism—as realistic as Russia’s bitter oppo- 
sition to the Plan. But it is not the realism 
which calls for comment, it is the unprece- 
dented generosity and its enormous scale. 
Never in the history of the world has there 
been such a gesture. With this example before 
us there are grounds to question the cynics’ 
doubts as to the survival of human virtue. 

As to the operation and result of the Plan, 
we all pray for its success, but its magnitude 
is such that there may prove to be, not a 
shortage of dollars, but a shortage of the 
material things those dollars are intended to 
provide. May these fears prove to be 

unfounded. 
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DISTRICT BANK LIMITED 


SATISFACTORY RESULTS—INCREASED PROFIT 


NATION’S ECONOMIC PROBLEMS 


STATEMENT BY THE CHAIRMAN, SIR THOMAS D. BARLOW, G.B.E. 


The chairman, Sir Thomas D. Barlow, 
G.B.E., has circulated, with the report and 
accounts, the following statement to the 
shareholders of District Bank Limited, prior 
to the 118th annual meeting to be held on 
30th instant, at the Head Office, Spring 
Gardens, Manchester :— 


Before dealing with more general matters I 
should like to pay tribute to the work of my 
predecessor, Sir R. Noton Barclay, who last 
January made known his intention to retire 
from the chairmanship of the bank. Sir 
Noton is our senior director and has occupied 
the chair with distinction for the past ten 
years. During his term of office the bank 
has not only consolidated its position but 
has also extended its activities to a much 
wider field. That Sir Noton has agreed to 
remain a member of the board is something 
which gives me great satisfaction, and my 
feelings are shared by my colleagues as his 
wide knowledge and long experience will 
still be available to us. 


As your new chairman I am mindful of 
the responsibilities which are attached to 
the office, and I particularly regret that I 
shall be unable to preside at the first annual 
meeting since my appointment, as I shall be 
sailing for South Africa early in the New 
Year. 


I am indeed pleased to have the help of 
Sir Robert Burrows, who has recently been 
elected a deputy chairman, and I am glad to 
say that Sir Samuel Turner will also con- 
tinue to serve in that capacity. This further 
assistance is very valuable following the 
establishment of a London Committee re- 
sponsible for the direction of the affairs of 
the bank in the London area and the South, 
where we now have a number of offices with 
steadily increasing business. Recently we 
have opened at Christchurch, whilst Houns- 
low will be ready shortly. These develop- 
ments do not imply that our policy of 
expansion is limited only to that part of the 
country. Over the last twelve months we 
have opened at Huddersfield and Prestatyn 
and we have plans under way for new 
branches in other areas. 


MANAGEMENT AND STAFF 


Among the higher officials of the bank 
there are some changes to report. Mr 
William Cunliffe, who has been Joint 
General Manager since 1932, has retired on 
pension. Mr Cunliffe has been with the 
bank nearly forty-three years and on your 
behalf I would not y like to express 
appreciation of his long and valued service 
but also to extend to him our best wishes for 
the future. Mr Donald Farnham Pollard, 
manager of head office, has been appointed 
a joint general manager and Mr William 
Mitchell, previously sub-manager, becomes 
head office manager. 

The task of fitting the members of the staff 
who have returned from the Forces into 
positions worthy of their abilities and service 
experience is proceeding. Much care is 
being given to training and as a result we 
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have at our disposal an increasing number 
of men suitable for positions which carry 
greater responsibilities. 

Plans have been put in hand for a memorial 
to those members of the staff who lost their 
lives on National Service and the form this 
will take is being discussed with the staff 
association. In a spontaneous and voluntary 
desire to honour their fallen colleagues the 
staff themselves established a memorial fund. 
So generous was the response, in which the 
directors also participated, that the fund 
reached the total required to carry out its 
aims, which were to make an annual payment 
to each orphaned child until he or she 
reached the age of sixteen. 


During the past year the bank has played 
its part in the task of reconversion and I 
wish to express very full appreciation of all 
that has been done by the management and 
staff. In particular I should like to mention 
the work of the staff association which 
deserves special acknowledgment. 


THE ACCOUNTS 


On reference to the balance sheet you will 
see that there is a slight increase in current, 
deposit and other accounts. But whilst these 
figures and the volume of our resources show 
only a small variation as compared with the 
figures for the previous Year, important 
changes have occurred in the composition of 
our assets. Here the outstanding movement 
is the fall of £13,500,000 in treasury deposit 
receipts which during 1946 were increased by 
the intensive inflationary pressure exerted in 
support of the cheap money drive. It was 
only to be expected that this pressure would 
bring instability by adding to the weight of 
money, thus promoting rising wages, costs 
and prices. 


Of the funds which we have had released 
from Treasury deposit receipts over 
£4,000,000 have gone into call money and 
bills of exchange (which in the main are 
Treasury bills), thereby increasing our 
liquidity, and more than £3,000,000 have 
been added to investments. These are 
mainly repayable at fixed dates and appear in 
the balance sheet at considerably less than 
their market value, despite the marked depre- 
ciation of gilt-edged securities during the 
year. The remainder of the sum made avail- 
able from Treasury deposit receipts is 
reflected in the higher figure for advances. 
[8,000,000, bat the upward trend of lendings 

, but upward tr s 
will probably be curbed by the Government's 
far-reaching plans to improve the country’s 
international trading position. 

It is satisfactory to know from the analysis 
which we periodically make of our advances 
that they are well spread over a wide range 
of industries and, I might add, all proposi- 
tions coming before us, whether large or 
small, receive the most careful consideration. 
Here I would like to refer to the Finance 
Corporation for Industry Limited and the 
Industrial and Commercial Finance Corpora- 
tion Limited, which, in providing long-term 
finance of a capital nature outside the scope 
of the joint stock banks, have in our 

Closely associated with the higher figure 
for advances is the welcome increase of nearly 
£1,600,000 in liabilities of customers for 
acceptances, confirmed credits and other 
obligations which now stand at £6,472,079. 
This figure is particularly encouraging 
because it is largely attributable to the 
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increased activities of customers 
with overseas trade. oe 
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PROFIT AND ALLOCATIONS 

From this résumé of our principal aye 
items it will be seen that, as eoean = 
ings, the most favourable factors are 
increases in advances and investments, ‘Bu 
on the other side there have been mug 
heavier payments for salaries, due to 
return of staff from the Forces and wp, 
higher level of remuneration, and there 
also been a general unavoidable increase a 
other expenses. After making full provisigg 
for bad and doubtful debts, taxation on 
contingencies, we show a net profit for: 
year of £503,796 which compares 
£487,276 for the previous twelve 
Bringing in £399, from our 1946 
we have for disposal £903,436. Of 
we propose to apply £120,000, the sam 
amount as last year, to pensions and annuij 
fund and to allocate £100,000 to con 
— account against £75,000 last y 

is we consider to be prudent in view ¢ 
the uncertainty of the general business 
look. We also propose to transfer £ 
to reserve fund to round that item off; 
£3,000,000. After allowing for these 
tions and providing for the dividend at. 
same rate as last year, there remains a 
of £374,224 to be carried to the next account 


During the year we have purchased th 
property in Spring Gardens adjoining head 
office with a view to facilitating future exten. 
sions as and when they become necessary, 
Other than this, few additions to pert) 
account have been made for some years, sing 
there has been little opportunity for 
expenditure on existing premises or @ 
prospective new branches. Because ou 
properties stand at a figure well below their 
real value, further provision for depreciation 
at this time is not considered necessary, 


2 oe 


we 






SPECIALIST DEPARTMENTS 


Whilst the’ profit and loss statement and 
balance sheet give a broad outline of ou 
experience throughout the trading period, 
there are certain activities all-important 
the bank’s progress which call for separate 
comment. First I would refer to the greater 
volume of work which has devolved upon th 
foreign department. This, of course, was t 
have been expected in view of the large 
responsibilities which have arisen in connec 
tion with Exchange Control, the critical and 
ever-changing foreign conditions and th 
strenuous endeavours to increase exports. 
such circumstances it is not surprising that 
the enquiries from customers experi in 
foreign trade have been both numerous and 
varied. But beyond these are the particular 
problems of the many firms who have had 
send their products to overseas markets fa 
the first time. Here so numerous are the 
difficulties presented that, in order to give the 
maximum help, we have inaugurated a 
exports information service which is desi 
to give practical guidance to all who ne 
such assistance. In addition to supplying 
information on all matters of finance, this 
service aims at providing technical advice @ 
the potentialities of overseas markets, on-tht 
specialised requirements of various e 
and on the manifold intricacies ae 
the shipment and distribution of 
abroad. During the year our re a 
have renewed old connections by visiting # 
number of European countries as 
making an extensive tour of Canada and the 
United States from the Atlantic to te 
Pacific. The interchange of views and te 
discussions regarding potential markets fe 
British goods have been of very great 

The steady growth of our trustee 
continues and the department’s services 
during the past year been in constant @ 

The nationalisation of the railways, : 
has been effective since January Ist, 
further reduced the choice of in 
authorised by the Trustee Act, 1925, 
the pending liquidation of the 
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Railways and other nationalisation schemes in 
this country are increasing the flow of trustee 
funds seeking reinvestment. ‘These factors 
alone make more pressing the case for an 
extension of the lists of authorised trustee 
investments. 


OTHER ACTIVITIES 


In a time of economic stress like the 
present we might well reflect on the stability 
of the banking position in this country and 
feel reassured by its great strength. But if 
in good times, because of the pressure of 
pusiness, the banks are called upon to widen 
the scope of their services, even more is 
required of them in times of difficulty. Not 
only do they accept the duties demanded by 
emergency legislation, but voluntarily under- 
take additional responsibilities as their con- 
tribution to the national effort. So through- 
out the war and postwar years full support 
has been given to the Savings Movement. 
This year, however, the drive for savings has 
of necessity been intensified and all the banks 
are supporting the new campaign “ Save the 
Bank Way.” It is too early to say how suc- 
cessful this appeal will be, but, because saving 
js vital to the country’s well-being, we gladly 
play our part. . . 

Quite a different service, and one which is 

ing increasingly popular, is that provided 
y the District Bank Review. This not only 
makes a contribution to economic and 
financial discussion, but also brings to light 
the practical problems of industry, a side of 
national life with which this bank has been 
particularly closely associated for well over 
acentury. Opinions expressed in the Review 
are not necessarily orthodox, and may even 
be controversial, since they are intended to 
stimulate constructive thought. 


ECONOMIC DISORDERS AND REMEDIES 


The predictions made last year by my 
redecessor have unhappily been more than 
justified by events, and it is haps per- 
missible to set down some the salient 
features of the situation in which the country 
now finds itself. 
other than controversial, Although nobody 
can deny the gravity of our economic posi- 
tion, We are perhaps too neaf current events 
to assess them dispassionately. I do not 
think, however, that the present state of 
affairs can be viewed in proper perspective 
except as a logical consequence of develop- 
ments operating over a long period. Man- 
kind, having applied science to industry and 
thereby created the industrial revolution, was 
insufficiently conscious of its social conse- 
quences. 


Yet, although we can clearly see the 
sequence of past events, do we realise the 
economic consequences of our recent actions? 
When it was imperative that the country 
should increase its output in order to redress 
its international trading position and also 
make good domestic shortages, and when, 
because of this, there was full employment 
and full order books, we introduced the 
shorter working week. What could have 
been better calculated to produce an atmo- 
sphere of false prosperity, and what could 
have made it more difficult for others than 
the well informed to realise the critical 
Situation confronting the nation? Indeed, 
one cannot but consider whether it was wise, 
when the country was exhausted by a terrible 
and prolonged war, to embark upon far- 
teaching schemes of a difficult and complex 
character when even their protagonists could 
only claim that the benefits were of a long- 
term nature. All are agreed that social 
Security and full employment are desirable 


objectives, but can these be achieved except . 


under an authoritarian area of Smectes? 
optimistic view is perhaps permissible, 
but the difficulties and dangers cannot be 


Leaving aside these aspects, there has 
recently been sent out a realistic directive to 
industry. This shows that it has been recog- 
hised, if all too tardily, how parlous the posi- 
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Such analysis cannot be 


tion is. (The! Marshall Plan ew 
some help, but ever if We net this existance” 


it is the duty of everybody to give full sup- 

port to all remedial measures, however 

soorenle applied and however unpleasant 
ey be. 


_ Unless a reasonable degree of confidence 
is engendered, capital will not seek employ- 
ment at home, nor shall we be able to enlist 
aid from abroad. Admittedly it is not easy 
for us, so long accustomed to the role of 
creditor, to assume that of debtor. On the 
other hand, our long experience as an inter- 
national lender should certainly make us 
appreciative of the need for creditworthiness. 
Many hard words have been uttered in the 
United States as to how we conduct our 
affairs. Can we maintain that these criticisms 
are without justification? 


Whether they are or not, there remains 
the necessity for a keen analysis of economic 
problems and for more co-ordinated action 
in dealing with them. Indeed, our greatest 
danger is that we tackle separate and contra- 
dictory difficulties in the belief or hope that 
their disposal will rectify a whole range of 
fundamental disorders. To expand the 
volume of exports at the expense of domestic 
consumption. is, however unpalatable, an 
essential policy. But im arresting the 
deterioration in our balance of payments 
position if is so easy to concentrate on an 
overall cut in imports and by so doing starve 
industry of vital materials. Similarly, record 
figures for exports can in the long run be a 
loss rather than a gain if in their attainment 
we pay inadequate regard to the type of 
export, and part with goods having little ster- 
ling content of labour or those which are 
needed for the production of other important 
exports. . 


FINANCIAL MEASURES 


To take the matter further, corrective 
action is inconclusive which seeks to redress 
our balance of payments by cutting imports 
and by switching home trade production to 
exports regardless of the over-riding con- 
sideration of domestic inflation. Whether an 
increase in money is due to Budget deficits 
or increased wages, the effect, in the absence 
of goods, intensifies the demand for imports 
and retards exports, thus widening rather 
than narrowing the gap. So, lacking a com- 
prehensive policy which recognises the inter- 
dependence of economics and finance, we 
couple more physical controls with exhorta- 
tions, while we avoid both cuts in Govern- 
ment expenditure and harder work with 
longer hours—the real way of overcoming 
our payments difficulties. 


It is undoubtedly a great misfortune that 
surplus money should continue to chase too 
few commodities and its reduction is an 
imperative necessity. Certainly the remedy 
is not to increase the volume of consumer 
goods in the home market if their presence 
results in inadequate food supplies, but to 
reduce premature ‘and unessential capital 
expenditure and to stimulate savings, Capital 
expenditure should be primarily regarded as 
legitimate only if it spurs On exports or 
curtails imports. As regards savings, or even 
increased taxation, these can only assist in 
curbing inflation if the Government employs 
such receipts as far as possible in the retire- 
ment of National Debt. 


In a well-balanced financial policy we 
have then the best medium for adjusting 
public and private expenditure to the volume 
of our productivity. But a proper use of the 
public purse should in. addition permit a 
reduction in taxation, since this at its present 
level hampers enterprise. It should also 
permit a simplification of controls so expen- 
sive in manpower both to the Government 
and to all branches of industry. 


THE EXPORT DRIVE 


At present the outstanding difficulties of 
exporters are to obtain raw materials and 
components and to comply with innumerable 
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Summed up, this points to the necessity for 
appropriate financial action to relieve the 
pressure on physical controls. But even 
assuming that more goods are made avail- 
able for export, We cannot but regard the 
prospects of our overseas trade with appre- 
hension. Our production costs are heavily 
swollen by increased charges for transport, 
fuel and wages. But we should not allow 
ourselves to become accustomed to a steady 
upward movement which has no relation to 
straitened economic circumstances. It is a 
commonplace to say that only a concurrent 
increase in the volume of production can 
justify an ever-ascending level of cost. Yet 
how unwise it is to ignore this in the know- 
ledge that the sellers’ market will not con- 
tinue indefinitely. It would be a mistake 
to assume that other countries are open to 
receive British products whether they be 
good, bad or indifferent. On the contrary, 
markets will become more and more selective. 
Indeed, are there not already signs that, for 
non-essential goods, they are beginning to 
disappear? It is therefore necessary not only 
to ship the right sort of goods, but to do so 
at competitive prices, and this demands close 
attention to scientific technology, design and 
quality. 


TEXTILES 


Despite all the difficulties which attach to 
foreign trade the world demand for textiles is 
still substantial and will, we hope, continue ; 
but remembering, as we do, the devastating 
consequences of Japanese competition in the 
prewar years, we must devoutly hope that 
some control will be imposed in the Peace 
Treaty upon the volume and price of Japanese 
production. Subject to this there is a real 
future for the industry, if it can grasp the 
opportunity which lies before it. 


The disappearance of the Liverpool cotton 
market is a heavy ‘war casualty. A complex 
and highly skilful organism built up by long 
experience, it made a valuable contribution 
to the country’s external trade position: it 
also brought cotton to Liverpool in greater 
variety than was to be found in any other 
market. This varied stock is not now avail- 
able to the same degree and the range of 
selection is much diminished. ‘The Cotton 
Purchasing Commission, however, has hardly 
been in existence long enough to get into its 
stride.and we must hope that it will be able 
to build up an organisation which will secure 
for the industry the cotton which it requires. 

Many circumstances over which the cotten 
trade has had no control have militated 
against doing all that it would have wished 
in the way of re-equipment and reorganisa- 
tion and, in so far as these have delayed 
progress, the industry has no need for self- 
reproach. None the less it is of the utmost 
importance that the trade should press on 
with schemes for readjustment and for the 
introduction of those modifications of exist- 
ing machinery which can be made without 
insuperable difficulty or ‘exorbitant cost at 
the present time. 


AGRICULTURE 

In the support which agriculture affords 
sterling and the contribution it makes towards 
an improved standard of living, as well as 
towards a better distribution of population in 
this country, it plays a role no less important 
than that of the export industries. In addi- 
tion, our changed circumstances render it 
essential that agriculture should be perma- 
nently strengthened. With these points in 
mind it is satisfactory to know that agricul- 
ture will now have its fair share of support 
with due priorities as regards machinery and 
raw materials. We may, therefore, legiti- 
mately hope that the Government’s Four- 
Year Plan will not only help to expand and 
modernise the industry, but also increase its 
productivity. 
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CROMPTON PARKINSON LIMITED 


SATISFACTORY RESULTS 
STEADY GROWTH OF EARNINGS 


The 34th annual general meeting of this 
company was neid on the 16th January, 1948, 
in London 


in j 

The chairman, Mr. Albert Parkinson, 
M.B.E., in the course of his speech, said :— 

The year that has passed since last we met 
has been remarkable mainly for the growing 
national realisation of the difficult economic 
state of the country. The fuel crisis in the 
eariy part of the year underlined and accen- 
tuated the unbalanced industrial economy 
and created new and difficult problems of 
management, the effects of which are still 
with us and the total result of which can 
never be measured. 

In a year of efforts increased by national 
difficulties, the continued shortages 
materials and manpower and including the 
completion of our reconversion plans, i feel 
you would wish to join with your Board in 
expressing a full appreciation of the skill, 
energy and initiative with which the execu- 
tives,. staff and all workers throughout our 
organisation have met and solved their many 
problems with such commendable results. 


THE YEAR’S ACCOUNTS 


Your directors take pride in being able to 
present accounts showing results of the year’s 
operations of your Company that continue 
suill further the steady growth of earnings 
evident in recent years. 

At this point 1 would mention the com- 
plications of company taxation during the 
year covered by your company’s operations. 
‘fhe cessation of Excess Profits Tax, the 
introduction of an additional Profits Tax on 
distributed profits and the subsequent 
doubling, retrospectively,. in the autumn 
Budget of the Profits Tax have created com- 
plexities of computation which are particu- 
larly involved in a company having world- 
wide ramifications and many subsidiary 
companies, whose financial periods do not 
coincide with that of the parent company. 
In completing the year’s accounts we have 
followed our established practice of making 
full provision for all taxation liabilities on 
tne profits earned, 

The balance sheet shows clearly the 
changes that have taken place in the year, and 
it will be noted that further ex iture has 
been made on Fixed Assets. is represents 
a continuance of the policy of expansion and 
modernisation to which I referred last year. 
In the furtherance of this policy additional 
expenditure on Fixed Assets is likely to con- 
tinue for several years. 


AUSTIN-CROMPTON PARKINSON ELECTRIC 
VEHICLES, LIMITED 


The partnership with the Austin Motor 
Company, Limited, to which I referred last 
year has been effected by the sale to that 
company of half the issued capital of what 
was one of our subsidiary companies and is 
now called “ Austin-Crompton Parkinson 
Electric Vehicles, Limited.” It now becomes 
an associated company, and this change is 
partly the cause of the reduction in the figure 
of shares in subsidiary companies and the 
increase in the figure of shares in associated 
companies. The excess of the price received 
over the value at which the shares stood in 
the balance sheet at September 30, 1946, has 
been used to write down the value of shares 
held by the company in other subsidiary 
companies. 


CROMPTON ENGINEERING COMPANY 
(MADRAS), LIMITED 


During the year your Company has 
acquired a half interest in 


products of our home and Indian factories 


ate 


and which also carries on an extensive busi- 
ness as agents for other engineering products 
and as contractors for large power schemes 
in. that territory. The ership thus 
formed cements the friendly relationship 
which has always existed with our agents and 
affords us an opportunity to expand our 
interests in Southern India. The Madras 
Company thus becomes an associated com- 
pany. 

‘The increase in net liquid assets is largely 
due to the settlement, during the year, of out- 
standing claims in respect of work done by 
subsidiary companies for Government 
departments, which also accounts for the con- 
siderable reduction of the item of Subsidiary 
and Associated Companies and Trade Invest- 
ments. 

CONSOLIDATED ACCOUNTS 


There are many difficulties inherent in the 
preparation of Consolidated Accounts for a 
group comprising a number of subsidiary 
and sub-subsidiary companies in many parts 
of the world, but nevertheless your Board has 
arranged to include with the published 
accounts this year end in the future, a con- 
solidated statement of assets and liabilities 
and a consolidated profit and loss account 
which we believe will assist you in an under- 
standing and an appreciation of the sound 
position of your Company. consoli- 
dated accounts have been presented in the 
same form we have adopted for the ent 
company’s accounts since 1935 in order to 
assist the comparisons you will, no doubt 
wish to make. Such comparisons will reveal 
that, apart from the division into their com- 
ponent parts of the assets and liabilities of 
the subsidiary and sub-subsidiary companies, 
the consolidated accounts show a position 
which is very little different from that shown 
in the balance sheet and profit and loss 
account of the parent company. 

The amount of £281,366 for goodwill 
arises incidentally from the purchase of 
shares in subsidiary companies at prices 
which exceeded in the aggregate the book 
value of their met assets at the respective 
dates of acquisition of such shares. The 
amount of this item in the consolidated 
accounts will change from timie to time as 
your Company’s investment in subsidiary 
companies increases or decreases. The 
decrease shown to have taken place in the 
year ended September 30, 1947, is mainly 
caused by the sale of shares in the electric 
vehicle and truck business to which I have 
already referred in these remarks. 

In regard to the consolidated profit and 
loss account, I have no comments to make. 


pany is, in the opinion of your Board, 
in ient to warrant a change from the 
conservative policy out of which such excess 
arises. 

OVERSEAS 


Throughout the whole of its long history 
your Company has been imbued with the 
importance of overseas business and has been 
in the forefront of the development not only 
of the export of the products of the home 
factories, but also of the use of local resources 


task of expanding our overseas sales from 
the home fact The nature of many of 
our products is that a considerable pro- 
portion must remain in this country to meet 
arta es mace spe amages weet gall 

capital equipment for our exporting in- 
dustries. Also, as I pointed out last year, 


import restricuons (and even e¢ 
currency regulations and the like. The. re. 
moval of such barriers to our export traded 
a matter that can only be dealt with on 4 
national level. ss 
Throughout the year our overseas factories 
have continued to justify the initiative with 
which they were conceived and the energy 
with which they have been, and continy 
to be developed and run. Cannot praise. 
too highly the devotion to their task which | 
is displayed by the men who are charged 
mee oe yg ne of management jp 
our factories in India, Australia 
Zealand. = —" tee 


their economic and political’ proble 
reminders take the form of heh 


TRAINING BURSARIES 


For nearly seventy years the works, the 
offices and the research sstabiliahene cial the 
company have been the training ground fr 
three generations of engineers. The pioneer 
ing skill and enterprise which are the very 
foundations of your Company were provided 
in te aaa by Colonel R. E. a 
and subsequent our late chair 
Frank Saihinsee, . ee 

What could be a more fitting memorial p 
these two illustrious names than that they 
should be allied to a means whereby the 
torch they lit and held so high may be passed 
on and on. ae 

Your Roard has inaugurated two new 
bursary schemes for this purpose. 

The Colonel Crompton Bursaries will be 
awarded to enable suitable present employes 
of the company in Great Britain to g 
knowledge or experience in  universitie 
colleges, industry or elsewhere in any mm 
of the world, and thus to fit themselves fa 
wider responsibilities by the development d 
their powers. * 

"rank Parkinson Empire Bursaries will @ 
able selected candidates from the Dominios 
and Empire to come to Britain and receive 
technical and practical training. Our lat 
chairman held a strong belief in the valu 
of the link between the Mother Country ami 
the Empire and we believe each bursary 
holder will add strength to that link. ~ 

The two new bursary schemes come inio 
operation at once and your directors: 
watch with interest and with confidence i 
progress of those who are selected for trait 
ing in the names of their past leaders. — 


ee 

















DIVIDEND POLICY 


Once again you are asked to approve th 
distribution way of dividend and 
cash bonus 15 per cent. on the 
and “A” ordinary stocks, making, 
interim dividend already declared and 
a total distribution of 224 per cent. 1 


are also asked to sanction the usual divide 
on the erence stocks. Your directos 
have these dations ; 


conviction that a maintenance of the 
of past years of retaining 


circulated to each stockholder of the oom 
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pany, it is necessary to defer the payment 
of these dividends and special cash bonus 
until seven days after the holding of the 
adjourned Annual General Meeting. — 
The Central Benevolent Fund continues 
to do excellent work and well merits the 
addition of a further sum of £5,000 which 
your directors have again allocated to it. 


GENERAL OUTLOOK 


Amid the vast uncertainties of this post- 
war world with political and economic winds 
of varying strength and temperature blowing 
across the four corners of the earth, prophecy 
js more than usually futile. I can say, how- 
ever, with full confidence that your Com- 
pany is well founded. It has diversity of 
products and a full order book ; it has up-to- 
date works in many parts of the world ; it 
has a reputation for the quality of its goods 
and the integrity of its dealings, and above 
al] it has a team of workers in all branches 
of the organisation ready and able to 
with the many problems that arise in the 
changing times in which we live. 


ALEXANDERS DISCOUNT 
COMPANY, LIMITED 


MONEY MARKET CONDITIONS 





The eightieth ordinary general meeting of 
this Company will be held at 24, Lombard 
Street, London, E.C., on the 28th instant. _ 

The following is an extract from the state- 
ment of the chairman, The Rt. Hon, Lord 
Colgrain, circulated with the report and 
accounts for the year ended December 31, 
1947: — 

In reporting to the shareholders some 
account of the work of the company in 194/, 
as against 1946, the main feature lies in the 
great difference in conditions in the money 
market during 1947, compared with those 
of the two preceding years. During those 
two years we witnessed the gradual unfolding 
of the policy of the Chancellor of the Ex- 
chequer to establish 24 cent. as the effec- 
tive rate of interest for Government securities 
in this country. 


Early in 1947, however, doubts began to 
be expressed as to whether the public would 
be content to receive so moderate a return 
on their capital as 2} per cent. for any pro- 
longed period, and this doubt resulted in a 
gradual fall of prices which gathered 
momentum this year and resulted in 3 per 
cent. rather than 2} per cent. being considered 
the effective rate for long-dated Government 
securities. This naturally had an effect on 
the values of the Government stocks,-and the 
resulting depreciation on the securities held 
by us at the date of the balance sheet has 
been provided out of contingency account. 
This depreciation is not a cash loss as we 
continue to hold the securities. The large 
transfers to the inner reserves which we made 
during recent years have more than sufficed 
to provide for this depreciation, while the 
Present margin of profit has been’ increased 
proportionately. 

The turnover in Treasury bills was again 
very large, and in as much as little risk is 
involved in dealing with them, the profit is 
correspondingly small. Rates week by week 
varied by only a few pence while the rate for 
money continued unchanged at } per cent. 
throughout the year. There has been an 
increasing volume of commercial paper of 
which we have taken our full share. 


The balance carried down to the balance 
sheet is £327,336 as against £376,985 a veart 
ago and £219,949 two years ago. The divi- 
dends paid to the shareholders are at the 
same ratcs as in previous years. It would be 
foolish to attempt any t as to the 
money market during the year that has now 

un, but we can say with all assurance that 
the company is well equipped to meet such 
changes as may arise from time to time. 


CHARTERHOUSE INVESTMENT 
TRUST, LIMITED 


POSITION NEVER STRONGER 


ees twenty-third annual general meeting 


_ The Charterhouse Investment Trust, 
Limited, will be held at Winchester House, 
Old Broad Street, London, E.C., on the 
28th instant. 


The foilowing is an extract from the review 
of the deputy chai » Mr C. M. Rait, 
M.C., T.D., circulated with the report and 
accounts for the year to November 11, 1947: 


Without drawing on the Charterhouse 
Finance Corporation for any larger dividend 
than in the previous year, we are able to 
report a net profit of £120,061, against 
£115,965 last time. Most of our income is 
what the Finance Act describes as “ franked 
investment income” and is therefore free 
from profits tax in our hands, but it is derived 
rom companies themselves liable to the 
higher profits tax now in force and may 
therefore diminish in our current financial 
year ; moreover, the activity of the Finance 
Corporation for the first eight months of its 
last year until the middle of July may not 
be repeated this year and, as our stock- 
holders already know, profits from this source 
are liable to fluctuate considerably. Accord- 
ingly we do not think this is the occasion to 
increase our dividend beyond the 8 per cent, 
paid last year. A dividend of 8 per cent. 
represents a return of less than 5 per cent. 
on the equity capital actually employed in 
the company. 

Our target is that the income from general 
investments together with the dividend from 
the Industrial Development Company shall 
provide the Trust’s preference dividend and 
an adequate dividend on its ordinary stock. 
Last year’s results achieve this objective to 
the extent of the preference dividend and 
53 per cent. on the ordinary stock, bur if 
taxation remains at its present level it will 
obviously be some years before we can 
achieve our aim in full. : 


PUBLIC ISSUES SPONSORED 


During its financial year the Finance Cor- 
poration sponsored 17 public issues, involving 
an aggregate of about £11,400,000. The 
proportion of issues representing new money 
for industrial expansion and development is 
increasing, although we must expect that 
liquidation of private investments in medium 
and large-sized industrial undertakings will 
for some years continue to constitute a sub- 
stantial proportion of new issue business. 


It is now ten years since management in 
industry has had to meet the full force of 
competition. Production for rearmament, 
which began actively in 1936, was followed 
first by war production itself, and then by 
the strong postwar sellers’ market. This has 
really meant that during all this time the 
profit-earning capacity of industrial manage- 
ment, judged by the standards of, say, 1923- 
35, has not been under test. 


MANAGEMENT INTEGRITY 


When an issuing house is considering 
whether or not to sponsor an issue, the matter 
upon which it must chiefly concentrate is the 
integrity and skill of the management, and 
the period of ten years during which profits 
were able to be earned comparatively easily 
may be an unreliable guide to future profit- 
earning capacity and gherefore to the effi- 
ciency of the business. If indeed the profits 
of those years were earned by a management 
which is not continuing, their. use may be 
positively misleading. e¢ public’s assess- 
ment of the worth of an issue is often based 
on the short rather than the long view and 
for that reason they are apt to be influenced 
by the trading results of the then current 
year. We believe that the investor is entitled 
to a considered view of trading results over 
a much longer term and if the management’s 





belief is that profits will or may move to a 
Whaytoae fact a be amen 2 
issuing house is dependent for its 
goodwill on selling stocks and shares which 
will continue to yield satisfactory returns and 
in comparable market conditions will at least 
maintain their capital value. It is, of course, 
the endeavour of every reputable issuing 
house to sponsor only such issues, but the 
times through which we are passing make it 
extremely difficult even for them with all 
their facilities for investigation to be satisfied 
on this point. The ordi investor who 
has not the same facilities for investigation 
is really left with little alternative but to 
select those issuing houses whom he can trust 
and to follow their judgment. In this context 
it is the genuine investor as distinct from the 
speculator to whom reference is intended. 


THE DEVELOPMENT COMPANY 


Charterhouse Industrial Development 
Company, Limited, was formed in 1934 as 
an experiment in which your directors be- 
lieved and today that belief has been fully 
justified by the results. The company has 
a large volume of business constantly under 
investigation and as the result of many years’ 
experience and thanks to the skill and loyalty 
of its managers and staff, it has built up the 
sound position disclosed by its balance-sheet 
and numbers among its holdings severa} 
which are worth considerably more than the 
figure at which they stand in the books, 


During the year the capital resources of the 
Industrial Development Company have been 
enlarged by an issue of 500,000 shares at 30s 
per share, subscribed in proportion by the 
existing shareholders. 


WIDENING SCOPE OF BUSINESS 


Your directors believe that there will be 
substantial. development . throughout the 
British Commonwealth during the next 
several decades, and for that reason the com- 
pany in South Africa which we have jointly 
owned with Messrs. Robert Benson Lonsdale 
and Company, Limited, since 1936 has 
recently been enlarged. This company will 
continue to do business as an issuing house 
in the African continent and also undertake 
finance of the kind conducted by our indus- 
trial development company. Our chairman 
is at present on a visit to Australia and New 
Zealand with the intention of similarly 
crs: our business in that part of the 
world. e have also formed associations 
designed to produce business for our group 
in India and Pakistan and other parts of the 
British Commonwealth. We have recently 
opened an office in Belfast to deal with 
business which we believe to be available in 
Ulster and possibly in Eire. 


This review will, we hope, show you that 
we are cautiously pushing out the tentacles 
of Charterhouse wherever we think sound 
business is to be found; but we are also mind- 
ful of the fact that many difficulties lie ahead 
and that while it is quite easy to add to the 
overhead charges it is far less easy to reduce 
them. It is still very difficult to visualise 
future conditions. On the one hand we sec 
a world with huge arrears of demand for all 
kinds of goods to be overtaken and in which a 
conscious effort is being made by more people 
than ever before to enjoy a higher standard 
of living. It should be the manufacturer’s 
and the salesman’s paradise. But, on the 
other hand, the problems of co-ordinating the 
supplies of raw materials, transport, capital 
equipment, finance and foreign exchange have 
so far remained largely unsolved. 


FUTURE PROBLEMS 


It is unthinkable that trade between 
made to flow more freely 


nations cannot be 
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once the prejutlices and Gpegupisi ilibrium 
resulting from the war have been overcome, 


but until that happens the. responsibility . 


which lies upon those engaged in the 
management of productive enterprise was 
never preater or moré mplex. _ Some 
measure of Government participation in 
trade and industry has come to stay, and a 
corresponding measure of co-operation by 
industry with Government will probably 
prove best for both in the long run. 
Organised {abour can, we believe, be brought 
to understand that the so-called capitalist is 
essential to its own well-being and that by 
team work everyone can benefit. The 
attempt to bring down prices by increased 
mechanisation and production per man-hour 
is not some wicked plot to enrich proprietors 
but a vital necessity if we are to retain even 
our present standard of life, to say nothing of 
increasing it. 


Experiments in ideology are giving way to 
a more realistic approach to the great 
problem of balancing production with con- 
sumption and to those other fundamental 
matters already mentioned above. 


NEED FOR RESERVES 


Applying all these thoughts to ‘our own 
group of companies we feel that, while the 
desire to grow and develep within the limits 
we have set ourselves must always be before 
us, We must at the same time buttress that 
growth with adequate capital and reserves. 
It is difficult to forecast what the current 
year has in store for us in the way of finance 
profits, but we have much sound business in 
hand and teday enjoy a wider circle than ever 
before of friends who are a potential source 
of business. 


Our group of companies was never in a 
stronger Or more healthy state, and it is your 
directors’ sincere hope that they will be able 
to make you a satisfactory report at this time 
next year. 


NATIONAL DISCOUNT 
COMPANY, LIMITED 


GREATER ACTIVITY 


The annual general meeting of the National 
Discount Company, Limited, will be held at 
33, Cornhill, London, E.C., on the 28th 
instant. 

The following is an extract from the state- 
ment by the chairman, Sir Charles D. 
Seligman, circulated with the report and 
accounts : — 

1947 from the point of view of the dis- 
counting of bills has run along on a more or 
less even keel. Partly owing to the sub- 
stantial reduction in T.D.R.s, the banks were 
larger buyers of bills during the year, as a 
result of which the increased amount of the 
weekly tender for Treasury bills has been 
dealt with without undue strain. 

We note with pleasure the gradual return 
to favour of the commercial bill on London, 
the volume of which has shown a gratifying 
increase during the year. 

The past year has shown a further increase 
in Our activities and the balance-sheet total 
amounts to £133 million, an increase of £14 
million. Deposits have increased by £12 
million and now total £128 million. Bills 
and short-dated securities have increased by 
£13 millicn to £115 million. Although the 
greater portion of our bills are Treasury 
bills, commercial and bank bills rediscounted 
have risen from £5,886,000 to £9,611,000, 
reflecting the gradual return of the bill on 
London. 

The gross. profits at £328.931 are greater 
by £25,063. There remains a net. profit of 
£261,768 and ix will be at. the 
meeting to pay dividends of 5 per cent., less 
tax, on the “A” stock, making 10 per cent. 
for the year, and 5 per cent., less tax, on the 
“B” stock, making 10 ver cent. for the year, 
onthe increased amount of this stock, 


GLAXO LABORATORIES, LIMITED — 
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STEADY EXPANSION a 


The thirteenth ordinary general meeting 
of Glaxo Laboratories, Limited, was held, 
on the 22nd instant, in London, Sir Harry 
Jephcott, M.Sc., F.R.LC., Ph.C., chairman 
and managing director, presiding. 


The following is an extract from his cir- 
culated statement for the year to Septem- 
ber 30, 1947 ;:— ; 


The accounts show the effect of the 
decisions taken at the extra-ordinary general 
meeting of stockholders held in January last. 
It will be recalled that the issued capital of 
Glaxo Laboratories, Limited, was made iden- 
tical with that of Joseph Nathan and Com- 
pany, Limited, by the acquisition of the 
assets of that company (other than the share- 
holding in Glaxo) in consideration of the 
issue of ordinary stock to the nominal value 
of £29,635. In consequence, there has arisen 
a share premium to the extent to which the 
book value of these assets exceeds the 
nominal value of the stock issued. This 
share premium account amounts to £274,978. 


The company’s general reserve has been 
substantially increased from £250,000 to 
£544,695. This arises in part by appropria- 
tion of £100,000 from the current year’s 
profits, but more considerably from the 
Capitalisation by subsidiary companies of a 

rtion of their accumulated profits. 

ese accumulated profits were required for 

the financing of the subsidiary companies’ 
increasing business. 


INCREASED EXPORT BUSINESS 


The provision against unsold stocks has 
been increased by £50,000 and fully covers 
the profits arising in this company’s accounts 

unsold stocks in the hands of sub- 
sidiary companies. Its increase reflects an 
increasing volume of export business, to 
which further reference will later be made. 


Provision for income tax has been made 
upon a “pay as you earn” basis to the full 
extent of the estimated liability. 


Fixed assets have increased by some 
£263,000 and will be further augmented as 
additional production facilities, at present in 
hand, are completed. 


Investments in subsidiary companies have 
increased as a result of the matters to which 
reference has been made above, and the 
further investment of £153,000 by the parent 
company. 

Dividends from subsidiary companies are 
a Satisfactory return upon our investment. 


In these days of uncertain exchange it is 
felr that all the assets of subsidiary com- 
panies should be converted for consolidation 
purposes at the rates of exchange ruling at 
the end of the company’s financial year. 
Accordingly, we have written off £26,517 
from our shareholding in order to achieve 
this purpose. 


PLANT AND BUILDINGS—TODAY’'S 
CONSIDERATIONS 
The company’s operations during the year 
under review have been most satisfactory, but 
there are features to which I feel I must 
especially direct your attention. ~ 


In the long-term interests of the business 
your directors cannot be content with such 
provision as can proptrly be made by way 
of depreciation upon existing book values, 
especially of plant and machinery. To do so 
would not be good husbandry. _ Plant 

uired in prewar days, much of. ét 

ore the war, will sooner or la 
replacement. There is little likelihood that 
oe icent ame jag msg Mace” gute 

.cost, or many times present 
book tae S 


In addition, the plant.and buildings, which 


: “Tes 
are now being provided to meet the e 
of the company’s steadily expanding busing 
are costing far more than is judged to be 
their true economic worth. Further, it mug 
not be overlooked that the company has figy 
a very substantial and increasing investm, 
in the new field of antibiotics. This jg, 
new industry and we must anticipate thy 
new techniques will be developed resultig 
in changes of process—it may be tneapellt 
and dramatic changes—with  consequeg 
obsolescence of plant. ms 


For all these reasons the directors are of 
opinion that there is a considerable contin. 
gent liability of this nature for which ppp. 
vision should be made, especially in fayoyp. 
able trading years. This year they hav 
allocated £200,000 as a provision for 
lescence. It will be desirable to add to this 
provision in future years, 


PROGRESS IN DEVELOPMENT PROJECTS 


The severe damage at Greenford from 
enemy action has been a very great incon 
venience, but at long last we are in sight 
of the reinstatement of our packing facilities, 


A price for the acquisition of the Ministry's 
assets in the penicillin factory at Barnard 
Castle has now been agreed and the factory 
will become the freehold property of the 
company. Further buildings and plant to 
meet the needs of increasing output will te 
completed early in 1948. : 


Development of the site at Ulverston 
steadily proceeds. The present scheme will 
cost about £700,000 and provide a consider- 
able increase in facilities for the production 
of antibiotics. It is hoped that the first 
fermentation unit will come into production 
about the end of March, 1948. : 


Overseas, schemes for development to add 
to local production facilities are in pr 
in India, New Zealand, and Italy. Similar 
steps in other countries will follow. 


It is expected that the company’s financial 
resources will be adequate for all these 
projects. 


EXPORT TARGET EXCEEDED 


Turnover continues to increase, both in 
the home and export markets, and 
sales, at 475 per cent. of 1938, have alr 
reached the official target for the end 
1948. We appreciate that those who, like 
ourselves, are widely established in export 
markets have a duty to exceed, if possible 
greatly, the “industry target.” Our present 
measure of success encourages us to hopes 
of still higher figures in this current yeat. 


It is almost impossible to over-estimate 


the importance of research, particularly m@ | 


the chemical and biological fields; it is 


fundamental to our progress. Excellent work 
continues in the company’s laboratories © | 


the limit of the physical space available. We 
are prepared to expend much larger sums 
than at present upon research and process 
development, but with the Government 
restriction upon capital expenditure there 


“appears to be no prospect of extending out 


facilities for work of this nature for some 
time to come. 


The excellent results are largely the pro 
duct of the good relations between manage- 
ment and staff. * 

As to future prospects, the volume of 
business to date has been equal to that ob 
the corresponding period in the last 
year. Schemes for social betterment, es 
ally nutrition and medical services, 
provide ever increasing opportunity for ex- 
pansion of the company’s business, if we 
accept fully that obligations for service rest 
upon us, ’ je 

The report was adopted. ts 
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=~ Statistical Summary: 


GOVERNMENT RETURNS 


For the week ended January 17, 1948, 
total ordinary revenue was 4125, 180,000 
against ordinary expenditure of {61,968,000 
and issues to sinking funds £210,000. Thus, 
including sinking fund allocations of 
{12,067,000 the surplus accrued since April 
ist is £373,887, against a deficit of 
£523, 457,000 for the corresponding period a 
year ago 


ORDINARY AND SELF-BALANCING 
RE VENUE AND EXPENDITURE 


' Receipts into the 
i Exchequer 
| (£ thousand) 
En Ap Ag! |. 


Revenue mate, 1 Week Week 
1947-48 to | to — ended! ended 
| | Jan. Jan. | Jan. } Jan. 

18, 17, 18, 17, 
| 1947 | 1948 | 1947 | 1948 
~~ ORDINARY } 

Revenve { ‘ ' ; 

Income Tax.......1086000 669,642 672,148 59.962 73,937 
Sur-tax .. 80,000 36,642) 42,555’ 5.810' 7,000 
Estate, etc. | Dutie +s 155,000 116,484 131,129 3,260; 2,700 
Stamps........... 57,000 27,654 41,780 500° 11,100 
TNs no 0d 206.000 27,177 26,970 605, 1,000 
EPT 277.796. 206,018 4,215, 4,500 
Other ‘Inland Rev. 1,000 233 215 45 40 








Total Inland Rev. 1585000 1155628 1120815 74,397; 90, 277 

















Customs........., 742,460. 489.306 627,534’ 13,880P15,384 
Excis€ ....... ...| 668,540 458,700 457,800 5,700; 6,900 
Total Customs & 

Excise ........ 1411000 928,006 1085334 19,580 22,284 
Motor Duties... 50,000 29,414 29,535 3,757) 3,642 
Surplus W urStores 95,000 102,534) 137,418 530, 3,777 
Surplus Receipts 

from Trading ..: 55,000 40,000 79,175 ... 3,000 
Post Office (Net i } 

Receipts) ...... wae PeEik ge te. ae oe 
Wireless Licences. 11,000 6,380 7,450, ... ‘ae 


Crown Lands. . . 1,000 680. 690 oe wee 
Receipts trom i } 

Sundry Loans... 21,000. 22,828 21,105 .. 1,475 
Miscell. Receipts. ., 270,000, 33,214. 198,685 486 725 


Total Ord. Rev... .' 3499000, 2318684 2680207 98,750 125180 


———_ 


' 














Sevr-BaraNxcinG } { | 
Post Office. ...... 144,230 101,700; 110,530: Lom 2,100 











Income Tax on i 
E.P.T. Refunds 49,000 138,750! 18,357) (1, am 171 
Total ..... sss +» 3692230 2559154 | 2809094, 101979 127451 
ae Issues out of the Exchequer 
to meet payments 
i“ thousand) 
Esti- Pattee hore 
Expenditure mate, Age | aa | Week | Week 
1947-48) | a | ended | ended 
| fan. | Jan. | Jan. } Jan. 
} ‘18, 17, | "18, | 17, 
} | a947 | 1948 | 1947 | 1948 
ORDINARY a Ne i 
EXPENDITURE - | { | | 


Int. & Man. of 
Nat. Debt ..... 525, aoe 370, 153 379, 7 5,778} 5,928 
Payments to N.! 


Ireland........ ; 23, 000, 13, 379) 16,26 aba os 
Issue to Nat. Land | 

Pied al eke { 50,000) oe Oo 
Other Cons. Fund } } 

Services ....... 8,000 7,002 6,847 232; 239 
Total sc ceeses | 556,000 440,534 402,728 6,010. 6,168 


Supply Services . ..2635114 2389652 1891525, 53,200, 55,800 
Total Ord. Exp.. 3191114 2830186 2294253 59,210, 61,968 


— 





——— 


Seir-BaLANCING | 








; 











Post Office... 144,230, 101,700, 110,530 1,900 2,100 
ncome ax 

E.P-T, Refunds, 49,000. 138,750, 18,357 1,329, 172 
Total ...........\3383344 3070636 2423140, 62,439 64,239 


After decreasing Exchequer balances by {142.760 to 
£3,660,710 the other ations for the week decreased 
the gross National Debt by £44,707,747 to £25,898 million. 


NET ISSUES (£ thousand) 


PO.:0nd Telesales a vdoedae casing sdekanss sinc 625 
B.B.T. Redonies sieictcs’s  whdied ies die cashicaste 208 
Overseas Trade Guarantees Act, 1939, sec. 441)... 15 
Local Authorities Loans Act, 1945, sec. 3 (1)...... 3,750 
Cotton (Centralised Buying) Act, 1947, sec. 21 (2) 3,000 
Civil Contingencies Fund ..0....0... 00.20. c0eee 10,000 
Finance Acts, 1946 and 1947, Post-war Credits... . 789 


— Act, 1935, sec. 30 (1) 3% Local Loans 


CHANGES IN DEBT (f thousand) 
Net Receipts Net RepAyMENTS 








Nat. Sa ings...... 3,050 | Treasury Bills.... 51,971 
23%, Def. os 842 | 3% Def. Bonds.... 2,735* 
Other Debt :-— Tax Reserve Certs. 12,965 
External 2... 1,066 | Treasury Deposits. 38,500 
Wer & A Moons Ad- 
EA 56,505 
61,463 . 106,171 


* Including £2,235,000 paid off. on maturity. 


FLOATING DEBT 


(£ million) 
Ways and 
td ra Trea 
vances sury Tota) 
Deve. | | Be, | Float 
nk 
by Debt 
Public | of 
Tender] Tap | Depts. | Eng- Cesk 
land | 
Bai EM Pgs ek Be 
aoe ‘{e| aiso- 0 | 2457: 2| 412-2! ... “1681: 0 | 6700-4 


Oct. .4.2200-0,, 2534-8 | use| ici ' 1267-0 | 6385-4 
» AL )2220-0 2561-7) 343-2 | 20¢3 | 1253-5 | 6398-6 


» 48} 2230-0) 2584-7 362-8 | 2-0 1253-0 6432-5 
» 25, 2230-0 2561-5 332-6 |... | 1252-5 | 6376-6 
Nov. 1) 2240-0 2543-4 354-8 | 1:75 | 1252-5 | 6392-5 
» .8 2250-0 2539-3) 337-7 |... | 1252-5} 63794 
» 35) 2250-0 2527-5 346-7 | 13:5 | 1292-5 6430-2 
» 22) 2250-0 2579-7 339-1 6-8 {1317-5 6493-1 
», 29 2250-0 2561-0 338-6 | .. | 1337-5 6487-3 
Dec. 6 2250-0 2582-2) 340-3 | 7“) 1392-5 b6545-0 
» 13 2250-0 2569-5 325-1} 4. |1367-5 6512-1 
» 20!) 2250-0 2605-4. 306-6 | 6-3 °|1377- 9| 6545-2 
» 31 | 2250-0 | 2550-7; 305-6 | ... | 1402-5 6508-8 
1948 | 
Jan. 10 | 2220-0 2516-3! 317-2} ... | 1374-0/ 6427-5 
9 AT | 2210-0 2474-3) 375-7 ves | 1335-5 | 6395-5 


TREASURY BILLS 




















& million) 
| Per 
Amount a Cent 
Date of Allotted 
Tender : ] ot Allot- at 
aera Ap lancuwa ment Min, 
| C28 ” Rate 
1947 | | { | 
Jan. 17 | 170-0 | 273-4 165-0 10 «0-41 $l 
Oct. 17 | 170-0 | 268-9 170-0; 10 1-87 4 
» 2] 170-0 285-0 | 170-0 10 1-52 46 
» SL} 170-0 , 2893 | 170-0 10 1-38 43 
Nov. 7 170-0 | 285-4 | 170-0 10 1:49 45 
» 170-0 , 270-1 | 170-0; 10 1:85 53 
» 21 170-0 271-2 170-0! 10 1-70 53 
» 28 170-0 269-2 , 170-0 10 3-02 53 
Dec. 5 | 170-0) 300-6 170-0} 10 2-26 38 
» 12} 170-0 | 289-8 170-0; 10 2-66 45 
» 19) 170-0 274-7 «170-0 10 2+89 50 
24 | 170-0 | 288-1 170-0 10 2-73 45 
1948 
Jan. 2) 170-0 | 274-2. 270-0 10 2-99 §2 
» 69, : 190-0 | 285-2 170-0! 10 2-63 | 45 
” 16 170- 0! 251-2 1600 | 10 3-41 _5? 


On Jonuery 16th applications for bills to be paid on 
Monday, Tuesday, Wednesday, Thursday, Friday and 
Saturday were accepted as to about 57 per cent. of the 
amount applied ry at £99 17s. 5d. and applications at 
higher prices were accepted in full. £160 million (maximum) 
of Treasury Bills are being offered for January 23rd, For 
the week ended January 24th the Banks will not be asked 
for Treasury deposits. 


NATIONAL SAVINGS 
fa tapusand) : 





5 | Totals” 
Ww leek. Ended ‘Mar. 31to 


| Jan. 11, , Jan. ‘10, | a. 10, 
_ | at 1948 ae. 1948 


Savings Certificates:— 





Receipts...... ya at .. | 3,500} 5,450 | 175,350 
Repayments ...........- 700 | 1,950 | 111,500 

Sake Sete ee 
Net Savings....... ioke ss | 2,800, 3,500 63,850 

Defence Bonds :-— 

Receipts....... Sent nued ‘ 3,240 | 1,070 | 57,080 
Repayments ............ 794 886 31,145 
Net Savings........ teers | 2446 184 | 25,935 





P.O. and Trustee Savings | 
Banks :— 

ND coc cums s ch axe + | 20,111 | 17,674 | 532,064 

Repayments ....+.4-.+++ | 7,088 | 8,556 | 492,495 





pepe errant) 
Net Savings.....,..e0++, | 13,023 | 9,158 | 39,569 





Total Net Savings... .... st] 18,269 | 12,822 129,354 
Interest on certificates tepaid | 122{ 351 | 21,070 


Interest accrued on sa 


remaining invested....... i say caust’ cateh 











BANK OF ENGLAND 
RETURNS 


JANUARY 21, 1948 
ISSUE DEPARTMENT 











Notes Issued : Govt. Debt... 1) ‘As, 100 
In Cireln. .. 1285,030 430 a ee 
In Bankg. De- » 1388,227,605 
partment... 115,217,403 dike : coe 744,606 
Coin other 
Gold 12,689 
Amt. of Fid ce 
Issue .........~-1400,000,000 
Geld Coin and 
Bullion {at 
172s. 3d. per 
o¢. fine),.... 247,835 
1400, 247,833 1400,247, 833 


BANKING DEPARTMENT 




































£ 
ae rr rgear Bs da Govt, Secs.... 280,834,068 
Rest) 23574 3.692. 925 } Other Secs. : 
Public Deps.*, ~~ 22,002,348 Dio a and = 
Advances... 12,018,629 
Other Deps. : Securities ./.~° 20,230,314 
Bankers..... 293,516,488 : 
Other Accts... 94,835,482 52. 248,943 
388,351,970 | Notes:....... 115,217,403 
CORR hin ks hes 299,829 
428,600,243 428,600,243 
* Includin Ente uer, Savings Banks, Commissioners 
of National Dividend Accounts. 
COMPARATIVE ANALYSIS 
i“ million: oe 
| 1942 | 1948 
* Jan. | Anois Jan. eae 
22 a 2 
Notes in circulation... ... ASTL-5)1331 «2/1306 «4 1285-0 
Notes in banking depart- | | i 
MONE Sas Pi dis 450 Sis « 78-7; 69-0} 93-8, 115-2 
Government debt and | i i | 
securities® ........ a 11449-2'1399-2 1399-3:1399-2 
Other securities......... 3 0-8 0-7, 0-7 
Gold 4. oii a O2 0-2} 0-2 
Valued ai s. per ‘fine “os. 72/3 172/3, 1272/3, 1732/3 
Banking Dept : | 
blic |. 17-5) 13: , 21-71 22:0 
Bankers’ 288-5) 304- u 8-9 293-5 
Others. . 58-3 101- 96: 94-8 
Total..... 364-3: 419-7) 413-6) 410-3 
Securities : ' { 
Government............ | 261°7| 336-5! 308-3) 280-8 
Discounts, etc........... 23-4 13-3 9-9 12-0 
Other .....ccccceeceuve | 17-8) 18-8} 19-4) 20-3 
WO sat ocee cesses 302-9 368-6 337-6 313-1 
Banking dept. tes..20...... 79-7| 69-3; 94-1) 115-5 
ee. Poe eee % 
“ Proportion ®........-.+. | ah-@, 26-5) 22-7) 28-1 
* Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue reduced from (1,4 1,450. million £1,400 
million on January 7, 1948. 
“THe Economist” INDEX OF WHOLESALE 
PRICES 
Dec. | Jan 
30, 13, 
t__ 194 1947 | 148 
Cereals ..... ia ssseee | . 114-1t 114-8 
Other foods......... . 138-5 138-5 
Textiles : 157-5 158-0 
Minerals 237-7 297-4 
Miscellancous , 154-9 155-4 
| 154-7F 161-8 
1913 100... .22+- “919-8t | 288-7 


GOLD AND SILVER 


The Bank of England's Official buying price for gold 
remained at 172s. 3d. per fine ounce throughout the week. 
Spot cash prices were as follows :— 











Ap as SILver O04 GoLp 





London on |New ¥% York, Bombay Bombay 
[per ounce per ounce per 100 to per tola 
i 





ae, 1 e«& Rs. a. 
Jam. 15..| . 45 14 Markets |. Closed 
me F 45 74 se sl 
». Lt... | Markets | Closed 167 14 306 «4 
aoe 45 4 167 #10 105 (12 
ets 14 166 8 | 105 12 
ae ee ee 4¢ | 168 8 | 106 0 
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NATIONAL BANK OF |! 


Bankers to the Government in Kenya 
Head Office 26 BISHOPSGATE, LONDON, E.C.2. 
BRANCHES: 
Aden and Cochin Madras 
Aden Poigt | (3, tndia) “Mandalay 
Amritsar Colombo Nuwara 
Bombay Delhi Eliya 
Calcutta Kandy 
Cawnpore Karachi 
Chittagong Lahore 
Dar-es-Salaam Mwanza Tanga ... oun gee 
SUBSCRIBED CAPITAL... 
PAID-UP CAPITAL eee eee £2,000,000 
RESERVE FUND... eas ... £2,300,000 


The Bank conducts every description of Eastern Banking business. 
Trusteeships and Executorships also undertaken. 


NATIONAL BANK OF EGYPT 


Incorporated in Egypt. 
Liability of Members is Limited. 
Head Office - - - CAIRO 


Commercial Register No. 1 Cairo. 


Kisumu 
Mombasa 
Nairobi 
: akuru 


Rangoon Jinja 
Tuticorin Kampala 
Zanzibar Mbale 


e- Tanganyika Territory 
eee £4,000,000 


FULLY PAID CAPITA 
RESERVE FUND _ - 


= £3,000,006 


London Office: 





ei 
THE ECONOMIST, January 24, 1943 








e 
The West Indies 
We can assist you to investigate trade possi- 
bilities in this expanding field where we have 


been established since 1899. Correspondents 
the world over. 


London Offices—6 Lothbury, E.C.2. E. B. McInerney, Mgr. 
2-4 Cockspur St., $.W.1. L. R. Newman, Mgr. 


THE ROYAL BANK 
OF CANADA 


Head Office: Montreal the West Indies, Centra! 
Offices in New York and Paris and South America. 


Incorporated in Canada m 1869 with Limited Liability. 





Over 600 branches im 
Canada, Newfoundland, 





REFUGE ASSURANCE COMPANY, LTD. 


Chie! Office: OXFORD STREET, MANCHESTER, | 
ANNUAL INCOME EXCEEDS £14, p00,000 


ASSETS EXCEED 000,000 
CLAIMS PAID eXCEED €181,600,000 





6 & 7 King William Street, E.C.4 


Branches in all the Principal Towns in EGYPT and the SUDAN 





CITY OF JOHANNESBURG 
34 PER CENT INSCRIBED STOCK, 1952. 
NOTICE is hereby given that in order to prepare the Warrants for 
Interest due March ist next, the BALANCES of the several Accounts 
im the above mentioned Stock will be‘STRUCK on the night of January 


3ist, and that on and after February 2nd the stock will be transferable 
ex dividend. 


For Barclays Bank (Dominion, Colonial and Overseas) 
(Registrars of the above Stock), 
ROWLAND SMITH, 


January 12, 1948. 


UNIVERSITY OF BIRMINGHAM 
FACULTY OF COMMERCE AND SOCIAL SCIENCE 


Applications are invited for the post of Assistant Lecturer in Etonomics 
in the Faculty of Commerce and ial Science. The appointment will 
be in Grade III, at a salary of £400-£500, and will date from October 1, 


Manager. 
Circus Place, London Wall, E.C.2. 





1948. Special qualifications in Economic Theory or Statistics would be 
an advantage, 
Applications, gi the names of not more than three referees, should 


reach the unde 


(from whom further iculars may be obtained), 
not later than 


ry 14th. No special application form is issued. 
¢. e -BUR' 


TON, Secretary. 
The University, Edmund Street, Birmingham, 3. December, 1947. 


HOUBLON-NORMAN FUND 


The Trustees of the Houblon-Norman Fund invite applications for 
Fellowships or Grants in aid of research into the working of financial 
and business institutions in Great Britain and elsewhere and the economic 
conditions affecting them. . 

Apart from exceptional cases, awards will be confined to British-born 
subjects normally resident in the United Kingdom and will take effect 
from ist October, 1948. Fellowships will be awarded for one year, re- 
newable for a second year; and the amount of all awards will depend 
pte the circumstances of the candidate and the likely expenses of his 
work. 

Applications should be made not later than 3lst March, and forms 
of application may be obtained from the Secretary of the Fund (H.C.B. 
Mynors), c/o the Bank of England, London, E.C.2. 

H, C. B. MYNORS, 


Secretary. 
January, 1948. 


ROYAL BANK OF CANADA 
DIVIDEND No. 242. 


NOTICE IS HEREBY GIVEN that a DIVIDEND of 2} per cent, being 
at the rate of 10 per cent per annum upon the paid-up Capital Stock 
of the bank, has been DECLARED for the three months ending Febru- 
ary 28, 1948, and will be PAYABLE at the bank and its branches 
on and after March 1, 1948, to: shareholders of record January 31, 1948. 

By Order of the Boar 


d, 
E. B. MeINERNEY, London Manager. 
6 Lothbury, London, E.C.2. January 15, 1948 


ASSOCIATION OF CERTIFIED AND CORPORATE 
ACCOUNTANTS 
APPOINTMENTS REGISTER 
Employers seeking the services of Certified Accountants are asked to 
write to the Secreta 


a the Association, 22, Bedford Square, London, 
W.C.1, (Telephone: Museum 5163.) 


QTOCRBEOSERS require Gilt-edge Statistician able to co 
charts and suggest switches to institutions. 


Good a dias 
iosa® war experience, to Box E.124, Willings, 362, Grays Inn 








Sr. Press, - 
at 22 Ryder Street, St. James’s, London, §.W.1. 


‘negotiations, latterly in drat tenn ns neo t 
’ vi 
firm, is open for intments where versatility and oar ed 


Portugal St, Kings WwW. blished 
S. Representative: R. S. Farley, 111 Broadway, New York, 2 


(19946 Accounts: 


Ae 


INDUSTRIAL AND MANAGEMENT GONSULTANTS _ 


At a meeting of Iniustrial and Management Consulting Firms held 
on January 10, 1948, it was agreed in principle to form an Incorporated 
Society for the furtherance of the standard and standing of the pre 
fession in the United Kingdom. , 

As a first step an Interim Association is to be formed to carry out 
the preliminary work of creating the permanent body. gi 

Appropriate standards of qualification for membership have been 
down and firms desiring to apply for membership, or anyone req 
further information should communicate with the Secretary of the Pre 
visional Committee, 2, Lord North Street, Westminster, 8.W.1. 


Gti ed tina ab iimeecntnihil R eS ie ror tlre 
TXHE OUTWARD BOUND TRUST requires an Executive Officer ® 
assist in the development of the short-term school movement. 

object of these schools is to open to adolescent boys and girls 
means of a fuller life for themselves and one that will be of 

value to the community. The man appointed should have a co 
for the moral and spiritual welfare of young people. He will 
expected to explain the objects of the Trust to industry, educath 
authorities and youth organisations, to assist in establishing | 
schools, and to conduct research into methods of continued tr 
He must be able to write clearly and Jecture convincingly. An off 
will be provided in London; duties necessitate considerable absence 
from headquarters. Commencing salary £750 a year, plus expenses.= 
Further particulars from the Secretary, O.B.T., The Homestead, York 












ee Sih meent 


NUFFIELD COLLEGE 


Applications are invited for the Joong of Secretary-Domestic 
in Nuffield College, Oxford, Salary to £800 aceording to experien 
plus F.S.8.U. contribution, Preference will be given to a graduate in 
social or commercial studies. Applications with such references as 


eandidate may care to give, should be addressed to the Warden, 
Banbury Road, Oxford. 


easliag ~ MARKETING OFFICER 


The Gold Coast Cocoa Marketing Board, Accra, is prepared to conaias : 


applications from Gold Coast Africans to urfdergo training in 


in the marketing of cocoa with the Gold Coast Cocoa Marketing 
Company. ; i 
Applicants are required to have a degree in Economics, or one 
similar status, or extensive business experience. 
Age limits between 24 and 35 years of age. : 
Salary to be paid will be at the rate of £525 per annum, plus a cost 
of-living allowance of £150 per annum while resident in London. ~— 
Appli¢ations, giving full details of education and experience. to te 
sent to the Managing Director, Gold Coast Marketing Company, Ltd, 
15 Victoria Street, London, S.W.1, not later than 16th February, 1948. 


Namés and addresses of two referees to be submitted with 
applications. r it 


y Y ANTED.—Senior Post as Statistical Adviser, whole or part time ® 
firm or organisation. Oxford Degree. Wide practical experien® 


in Economics and Research, Statistical Methods, Collection and Form 
casting.—Box 635. a 


| AW.—Partnership offered in large City firm of solicitors to suitable 
person having expert and long-standing knowledge and rs iti 


of conveyancing and trust work and used to handling matters wi 


supervision. Enquiries will be treated in confidence.—Write Box 
at 191 Gresham House, E.C.2. 


a re tr ntti en nn RE, 
OUNG BUSINESS MAN, 28, at present export manager light x 

ged PA sepa ee post ys ~nevoenie a 
maneens ector of manufacturing. or . interests. e 
nected ex-staff office 2 


r; world travelled; langua: aed agks , 
economics. First-class knowledge overseas ene ply x OM: 






versed inte 


—Box 637, 


Printed in Great Britain by CLEMENTS L way, London, C2. Pu THE 


ECONOMIST Newspaprer, LTD. 
y, January 24, 1948. a 










